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(ABSTRACT) 
Rural Development is a cherished goal of all the 
developing countries. India is no exception to this where 71 
percent population lives in six lakh villages. Since 
independence, many programmes were undertaken by the 
government such as, GDP, lADP, HADP, PIRDP, PMGSY, 
SGSY, etc. in order to accelerate the economic development 
of the rural areas. However, people of rural areas are still 
confronted with many problems, such as poverty, 
unemployment, housing, illiteracy, medical facilities, rapid 
populat ion growth, etc. Therefore, the villages and rural 
areas still need attention for their sustainable development. 
It is commonly held that banks can take right lead for 
the rural development, as they are the repositories of 
resources with which pace of agriculture and rural 
development may accelerate. Since independence a number 
of measures have been undertaken to institutionalise rural 
credit in the country. As a result, tremendous development 
in the spare of institutional credit has been achieved to 
cater to the credit need of rural masses. One of the major 
innovations in the field of institutional development of 
rural credit has been the establishment of Regional Rural 
Banks in the year 1975. These banks are meant for 
economically weaker sections of the rural areas namely 
small and marginal farmer, landless labourers, rural 
artisans, small entrepreneur, etc. These banks have been 
conceived as hybrid type of credit agencies, which combine 
the local feel and rural orientation of co-operative and 
resource mobilisation and business organisation of 
commercial banks, so as to reach the rural poor more 
extensively. 
To concentrate on detail contribution of RRBs in rural 
development a case study on Sitapur District has been 
conducted in the present study. The Bhagirath Gramin Bank 
was established on 19'^ '' September 1976 under the Regional 
Rural Bank Act 1976, to cater the credit needs of the rural 
poor. 
The objectives of present research work are: 
(1) To examine the problems of rural development. 
(2) To review the background for setting-up of RRBs. 
(3) To evaluate the government efforts in the subsequent 
development of RRBs. 
(4) To examine the role of RRBs in socio-economic 
upliftment of rural poor in general and of Sitapur 
district in particular. 
(5) To analyse the role of Bhagirath Gramin Bank of 
Sitapur this regard. In view of experience of Sitapur 
as a model. 
(6) To find out the problems faced by RRBs during the 
mode of their working and formulate some concrete 
suggestions for making RRBs economically viable, 
profitable and efficient enough. 
This study has been undertaken with the hypothesis 
that for any rural upliftment it is needed that there should 
be some financial support available to the rural masses 
whether they are farmers, artisans or other inhabitants of 
the rural areas. 
The financial accommodation to be provided to these 
rural groups was not seriously thought-out as an important 
parameter to be looked into. As a matter of fact, the 
financial institutions and banks upto a stage when RRBs 
were not available could not cater to the full needs of the 
rural population. It was worth the advent of these Regional 
Rural Banks that the financial needs of the rural masses 
have been taken care of. It is with this hypothesis that the 
study undertakes the job of analysing the problems. 
The present study concentrates on the role of RRBs in 
rural development. The role is both qualitative and 
quanti tat ive. The study takes both the aspects in 
consideration. Regarding the quantitative aspect issues of 
deposit mobilisation, advances and profitability have been 
taken in consideration. In view of the impact on rural 
development aggregate performance of RRBs fails to focus 
on certain issues that are unique in nature and specific to 
different places. There are many economic schemes of 
RRBs, which are available at certain districts and not 
available in other districts. Introduction of such schemes 
depends on the socio-economic patterns and potentials of 
concerned districts. Impact of RRBs on rural development 
would be incomplete if this aspects is ignored this in mind, 
the present study includes a case study of Sitapur district. 
The RRB in Sitapur district is known as Bhagirath Gramin 
Bank. The case study concentrates on the socio-economic 
potentials of Sitapur district and in relation to that the role 
of Bhagirath Gramin Bank. 
The present study is an exploratory research and so, it 
suffers from some limitations due to the constraints of 
availability of data backed by time and resource 
constraints. Some of the limitations are as follows: 
(1) The study is a supply side study. Performances can be 
better assessed both by supply side and demand side 
study. The demand side part could bot be taken care 
of in the present study due to the constraint of 
primary data. It may be suggested that some future 
study would fulfil this gap. 
(2) Performances have been assessed on the basis of 
aggregate data of all the banks oi RRBs as such, 
at tempt will not be made to identify individual banks 
responsible for certain performance. For example, the 
present study will find out the profitability of all the 
RRBs in total. Attempt will not be made to finci out 
the specific bank for what profit or loss happens to 
have a significant variation. Significance of such 
segregation is not undermined and so left to the 
course of future studies. 
To achieve the above noted objectives the study is 
based on secondary data. The data is collected from various 
reports published by RBI, NABARD, books, journals and 
newspapers. The study unit is the Bhagirath Gramin Bank 
in the district of Sitapur in Lucknow region of Uttar 
Pradesh. The Bhagirath Gran\in Bank, Sitapur is selected 
for study because Sitapur is one of the economically 
backward districts of state. The data of such bank is 
collected from published source of said bank and Lead 
bank of the district. 
The entire study is divided into five chapters. Chapter 
one introduces the problems of rural development and 
states the approaches taken by the government of India and 
the bank to accelerate the process oi rural development. 
Chapter two deals with the historical background of RRBs 
and examine the origin and development of RRBs. Chapter 
three makes an attempt to appraise the performance of 
RRBs in terms of deposit, advances, recovery and 
profitability. Chapter four outlines in short a socio-
economic background of Sitapur district and examine the 
role of Bhagirath Gramin Bank in rural development of the 
district. The fifth and final chapter summarises the whole 
study and recommends suitable suggestion to achieve the 
cherished goal of rural development and to make RRBs 
more viable, profitable and efficient enough. 
In its rural development approach, the 
Bhagirath Gramin Bank disbursed its major share of loan 
and advances to agriculture sector in the form of crop loan 
and term loan. The crop loan is provided for short term 
period to purchase seeds, fertilisers, insecticides, 
pesticides, etc. in order to increase production. The term 
loan is extended to agricultural investment and allied 
activities to agriculture for medium as well as long term. 
Term loan to agricultural investment provided for the 
purpose of construction of wells, tube-wells and for the 
purchase of pump sets, tractors, thrashers and small 
agricultural implements. In order to generate 
supplementary source of income, term loan to allied 
activities is extended to promote dairying, poultry, 
goatary, fishery, etc. 
The bank has also been providing credit assistance to 
the rural artisans and rural industries. In this sector there 
exists a great potential under the activities of handlooms, 
oils ghanis, gur units and other handicraft work. 
Although, the volume of credit is not sufficient to compare 
with demand then to generate more employment in the 
rural areas. 
The activities of trades and services are considered 
vital in sustaining the development of other sectors of the 
districts. The bank extended its major share of loan and 
advances to this sector. 
In district, the number of government sponsored 
programme are operating such as Special Component 
Programme (SCP), Swaranjayanti Gram Swarozgar Yojna 
(SGSY), etc. The Bhagirath Gramin Bank is contributing 
financial assistance under these programs to identify 
beneficiaries. The bank is also discharging its traditional 
social obligation such as payment of pension to farmers 
and old aged persons, widows, etc. The payment of 
scholarship is also made by bank to s tudent belonging to 
the schedule caste/schedule tribe, backward and minority 
conimunities. 
The following suggestions were offei'ed by the 
present study, which will be effective in improving the 
performance of the RRBs and efficient enough in the 
process of rural development. 
The multi-agency control over the management of the 
RRBs should be dismantled. The reasons in support of this 
suggestion are; firstly. Problems arising out in systems, 
procedures, and policies due to the lack of uniformity in 
the functioning of bank will be checked and effective 
delivery system may be enacted. Secondly, poor 
identification of beneficiaries may be avoided and prompt 
loan may be provided to ultimate borrower without any 
delay. Finally, the leakage of information may be arrested 
easily. 
While sanctioning loans, the concerned RRB officer 
should identify the potential borrower. The bank should 
also ascertain the viability of project and loan is given 
to only those projects, which can generate employment 
and sufficient surplus income for repayment of loan. 
Where the bank is sanctioning loan to existing assets, it 
should be ascertained whether the asset is capable to 
increase the productivity so as to reduce the 
unemployment and bring about increase in the income 
level. 
"Unsecured loan" should also be made available by 
the banks to all those rural poor whose income is below 
Rs. 50 per day. It may be helpful to such people to increase 
their income. 
Provision of working capital in the case of dairying 
loan to landless is a must. Therefore, an arrangement of 
extra loan for product and animal husbandry facilities is 
the immediate need of landless labourer. 
The I-lRBs have achieved an impressive growth in the 
deposit mobilisation but they have yet to become self-
reliant. To further improvement in deposit mobilisation, 
the manager of rural branches with having knowledge as 
to who has no deposit account with the bank branches 
should make personal contact with the resident of local 
areas covered by their branches. During interaction with 
the rural poor, the importance of thrift and saving should 
be disseminated. Tiny savings of the rural poor should 
also be encouraged as much as possible. 
To reduce mounting over dues it is suggested that the 
bank authorities should encourage the managers to work 
hard with sincerity and honesty. To have good recovery of 
loan it is necessary that the field officers should regularly 
meet the borrowers and to make them aware of the need 
to repay there loans. 
Seasonality should be taken into consideration in 
fixing due dates of repayment of the instalment of loan. 
The recovery camps should be organised at village or 
panchayat level, soon after the harvesting, i.e., during the 
period when farmers may be expected to have money for 
repaying the loans. 
The RRBs should concentrate and encourage more to 
develop rural industries and rural artisans. The banks 
have to make advances up tol5 percent of the total 
advances to this sector, compare to the existing level of 
around 10 percent. 
To gain public confidence in RRBs, it is suggested 
that the government should instruct all its department 
functioning in the rural areas to keep their funds / grants 
with the RRBs. This will not only help these banks in 
attaining viability but will go a long way in image 
building. 
In Sitapur District there are a good number of handloom 
weavers and there exists a great potential under this 
activity. It was found that these weavers are unable to 
take benefits of bank finance due to sickness of societies. 
The bank should encourage the weavers to avail of the 
credit assistant and also provide necessary guidance to the 
borrowers. 
The districts are also suitable for sericulture 
activities such as mulberry plant, bee-keeping, and 
raring of silk worm. These are good income generating 
activities but bankers are not interested to promote this 
activity. The Bhagirath Gramin Bank should take an 
initiation to appreciate this activity and provide term 
loans to the farmers with the necessary technical guidance. 
It was found that the bank advances were given to 
the farmers having more than five acres of land. Such a 
practice may be discouraged. 
The Bhagirath Gramin Bank should improve the skill 
of the borrowers through training so that they can use the 
loans efficiently and repay at the specified date. 
If these suggestions are taken with true spirit, the 
role of RRBs will go a long way in not only helping the 
poor but also creating a healthy environment for all round 
cievelopment of the rural areas. 
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INTRODUCTION 
Rural Development is a cherished goal of all the 
developing countries. India is no exception to this where 72 
percent population lives in six lakh villages. It is beyond 
doubt that the sustainable development of rural India is 
essential for the country to realise its potential and unleash 
the processes of all-around growth, based on latent genius 
of the rural masses and the institutions serving the rural 
areas. 
It is commonly held that banks are potent weapon for 
accelerating the process of rural development. Since the 
at tainment of independence, a number of measures have 
been undertaken to institutionalise rural credit in the 
country. The first step that initiated by government of 
India in persuasion of augmenting the meaningful source of 
finance to rural people was the enlargement of co-operative 
structure by way of partnership, subsidy, loans grants, 
concession, reservations and legislation. However, the 
responsibility of meeting credit requirement in the rural 
areas was entrusted primarily to the co-operative sector 
unit about the mid 1960's. By the end of sixties, the wave of 
reforms and revolutions such as green revolution, white 
revolution and transformation of technology and know-how 
gathered momentum. Co-operative credit societies were 
found to be fragile to meet the credit requirement of all 
section oi rural people due to technological and resources 
constraints. When it was realised that co-operatives alone 
would not be able to solve the rural credit requirements, in 
the year 1969 the government of India took a decision of 
nationalisation of fourteen major commercial banks. The 
main objective was to increase the banking facilities in 
rural areas and to meet the credit requirement of farmers in 
order to increase agriculture production and other 
productive section of rural areas. The commercial banks 
have made tremendous not only in branch expansion but 
also in their lending activities. However, these banks found 
business with rural poor as cumbersome, unremunerat ive 
and risky. These banks believed that banking cannot be 
done with these people because they do not have collateral 
to offer. Therefore, there was an urgent need of a bank that 
can meet the requirements of vulnerable section of society 
in rural areas. 
By keeping these views, the Government of India 
appointed a working Group on Rural Banks on July 4,1975 
under the chairmanship of Shri Narasimhan, to examine in 
depth the setting of new rural banks. The Narasimhan 
working Group observed that in a country with regional 
diversities as India, no single pattern whether it is 
'commercial banks' or 'co-operative banks' could be 
expected to meet all the emerging requirements in all areas. 
A degree of adaptation and improvisation is called for and 
the range of institutional alternatives widened. The 
working Group, therefore, came to the conclusion that 
"what is needed is and institution which combines the local 
feel and familiarity with rural problems. The Working 
Group suggested that initially only five such banks should 
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be set-up in selected areas to serve as pilot-institutions that 
would provide guidelines for future development. These 
banks were the RRBs. 
The Government of India accepted the 
recommendations of the Narasimhan Working Group. 
Accordingly, the President of India promulgated the 
Regional 'Rural Banks Ordinance oi 1975 on September 26, 
1975. This ordinance was replaced by Regional Rural Banks 
Act 1976. Thus Regional Rural Banks were came into 
existence. 
These banks are meant for economically weaker 
sections of the rural areas namely, small and marginal 
farmers, landless labourers rural artisans, etc. The RRBs are 
supposed to be a nucleus of rural development programme 
in view of their relatively low cost structure, local ethos 
and professional management. They are government-
owned, regionally-based and rural oriented banks to 
supplement the existing institutional credit agencies in 
order to fill-up the regional and functional gap in the rural 
credit institutional system. 
Since the introduction of RRBs a long period of time 
has passed away. At present the network of RRBs comprises 
14313 branches spreading over 500 districts available in 
almost all the states and Union Territories of India. Rural 
development of India has become contingent upon an 
efficient functioning of RRBs. Because of the innovative 
nature of the bank, RRBs turned-up to be a problem-child. 
Based on that realisation government of India happens to 
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come forward with the efforts of varied kinds. One of the 
key failures of RRB, just like a typical rural bank, is the 
problem of low recovery. Time has now come to study and 
analyse the governmental efforts and their impact on rural 
development. The present study aims to explore such 
impact. 
Objectives of Study: 
The objectives of present research work are: 
(1) To examine the problems of rural development. 
(2) To review the background for setting-up of RRBs. 
(3) To evaluate the government efforts in the subsequent 
development of RRBs. 
(4) To examine the role of RRBs in socio-economic 
upliftment of rural poor in general and of Sitapur 
district in particular. 
(5) To analyse the role of Bhagirath Gramin Bank of 
Sitapur this regard. In view of experience of Sitapur 
as a model. 
(6) To find out the problems faced by RRBs during the 
mode of their working and formulate some concrete 
suggestions for making RRBs economically viable, 
profitable and efficient enough. 
Hypothes i s of the Study: 
This stiidy has been undertaken with the hypothesis 
that for any rural upliftment it is needed that there should 
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be some I'inancial support available to the rural masses 
whether they are farmers, artisans or other inhabitar\ts of 
the rural areas. 
The financial accommodation to be provided to these 
rural groups was not seriously thought-out as an important 
parameter to be looked into. As a matter of fact, the 
financial institutions and banks upto a stage when RRBs 
were not available could not cater to the full needs of the 
rural population. It was worth the advent of these Regional 
Rural Banks that the financial needs of the rural masses 
have been taken care of. It is with this hypothesis that the 
study undertakes the job of analysing the problems. 
Scope of the Study: 
The present study concentrates on the role of RRBs in 
rural development. The role is both qualitative and 
quanti tat ive. The study takes both the aspects in 
consideration. Regarding the quantitative aspect issues of 
deposit mobilisation, advances and profitability have been 
taken in consideration. In view of the impact on rural 
development aggregate performance of RRBs fails to focus 
on certain issues that are unique in nature and specific to 
different places. There are many economic schemes of 
RRBs, which are available at certain districts and not 
available in other districts. Introduction of such schemes 
depends on the socio-economic patterns and potentials of 
concerned districts. Impact of RRBs on rural development 
would be incomplete if this aspects is ignored this in mind, 
the present study includes a case study of Sitapur district. 
The RRB in Sitapur district is known as Bhagirath Gramin 
Bank. The case study concentrates on the socio-economic 
potentials of Sitapur district and in relation to that the role 
of Bhagirath Gramin Bank. 
Limitations: 
The present study is an exploratory research and so, it 
suffers from some limitations due to the constraints of 
availability of data backed by time and resource 
constraints. Some of the limitations are as follows: 
(1) The study is a supply side study. Performances can be 
better assessed both by supply side and demand side 
study. The demand side part could bot be taken care 
of in the present study due to the constraint of 
primary data. It may be suggested that some future 
stud}^ would fulfil this gap. 
(2) Performances have been assessed on the basis of 
aggregate data of all the banks of RRBs as such, 
attempt will not be made to identify individual banks 
responsible for certain performance. For example, the 
present study will find out the profitability of all the 
RRBs in total. Attempt will not be made to find out 
the specific bank for what profit or loss happens to 
have a significant variation. Significance of such 
segregation is not undermined and so left to the 
course of future studies. 
V I 
Research Methodology: 
To achieve the above noted objectives the study is 
based on secondary data. The data is collected from various 
reports published by RBI, NABARD, books, journals and 
newspapers . The study unit is the Bhagirath Gramin Bank 
in the district of Sitapur in Lucknow region of Uttar 
Pradesh. The Bhagirath Gramin Bank, Sitapur is selected 
for study because Sitapur is one of the economically 
backward districts of state. The data of such bank is 
collected from published source of said bank and Lead 
bank of the district. 
D e s i g n of Study: 
The entire study is divided into five chapters. Chapter 
one introduces the problems of rural development and 
states the approaches taken by the government of India and 
the bank to accelerate the process of rural development. 
Chapter two deals with the historical background of RRBs 
and examine the origin and development of RRBs. Chapter 
three makes an attempt to appraise the performance oi 
RRBs in terms of deposit, advances, recovery and 
profitability. Chapter four outlines in short a socio-
economic background of Sitapur district and examine the 
role of Bhagirath Gramin Bank in rural development of the 
district. The fifth and final chapter summarises the whole 
study and recommends suitable suggestion to achieve the 
cherished goal of rural development and to make RRBs 
more viable, profitable and efficient enough. 
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CHAPTER - 1 
PROBLEMS OF RURAL DEVELOPMENT 
India is a vast country of agrarian people. About 742 
million population amounting to 72.22 percent out of a 
total population of 1027 million are residing in 6 lakh 
villages as contained in the official document pertaining to 
the population census of India, 2001^. The socio-economic 
development of the down-trod den/poor people living in 
the vast rural area of the country needs to be emphasised. 
Since independence India has gone a long way in 
undertaking both the short-term as well as the long-term 
developmental projects with a view to bringing about 
significant progress in various sectors /walks of life and 
made praiseworthy achievements especially in the early 
stages of post-independence period even though such 
developmental plans/projects require special attention for 
the progress of rural India.^ The Annual Report on the 
Rural Development revealed that nearly 27 percent oi the 
rural population are poor and are, no doubt, much below 
the poverty line or subsist in poverty. According to the 
Planning Commissions' Sixth Plan Document (1997-2000), 
the combine incidence of unemployment and under 
employment taking together is estimated at around 36 
million as on 1^*^  April 1997. As per 1991 census there is also 
Population census of India, 2001. 
Governnient of India, Ministry'of Rural Development, Annual Report 200), pp 1-1V 
an acute shortage of housing projects in the rural area. It is 
estimated that 10.75 million houses would be needed to 
cover the population growth during the period, 1991-2000. 
It is noteworthy that there is a close link between the rural 
connectivity and growth, be it in the area of trade, 
employment, education, or health care. However, about 40 
percent rural habitations are still without road 
connectivity. Apart from this, in some region rural 
population is still deprived of from quality education, 
medical facilities, drinking water facilities, communication 
facilities, vocational institution facilities, etc. As a 
consequence of such an alarming situation, the villages and 
rural areas still need attention for their sustainable 
development. 
Meaning and Concept of Rural Development: 
Rural development in India is recognised as sine-qua-
non for faster economic development and welfare of the 
common masses. As is well known, the performance of 
rural economy determines the overall growth rate of 
economy. Rural development is not merely the 
development of rural areas, but rather it involves human 
development of varied nature including an overall 
development of mental calibre of the rural people so as to 
transform them into a self-reliant and self-sustaining 
community utilising modern facilities available to any 
developing community. Rural development is, therefore, 
the development of rural areas in such a manner that each 
component of the rural life changes/ t ransforms and 
proceeds in the desired direction with the other 
components as envisaged in the plan. Besides, rural 
development also encompasses structural changes in the 
socio-economic situation in the rural areas in order to bring 
about human welfare, which is the primary goal of all the 
developmental activities. In addition, it is achieved at the 
earliest. Thus, the rural development should embrace all 
the objectives of enrichment and betterment of the overall 
quality of rural life through an appropriate development of 
manpower resources, infrastructure facilities and provision 
of minimum needs and livelihood^ 
Development, by definition, is an act, or process of by 
which growth may lead to evolution within the framework 
of available resources. In nutshell, its primary aim in India 
is to remove the poverty and all the socio-economic evils, 
which are inter-linked with it. The rural development may 
thereby be considered as a conscious effort to raise the 
s tandard of living of the people in rural areas. 
In other words, the rural development seeks to 
achieve increased rural production and productivity. It is 
inter-linked with motivation, innovation and active 
participation of beneficiaries. The main objectives of the 
rural development are as follows: 
1. Improving the means of livelihood. 
2. Increasing the production and productivity. 
Balishter and Roshan Singh, "Rural Development and Cooperatives", Yojna, July 2001, p. 16. 
3. Equal distribution of wealth. 
4. Creating Employment Societies. 
5. Raising the level of income and consumption. 
6. Raising the standard of living of rural people. 
The Process of Rural Development: 
The process of rural development as has been defined 
by Copp^ is a process through collective efforts aimed at 
improving the well-being and self-realisation of people 
living in rural areas. The ultimate target of rural 
development is the people, not the infrastructure. Further 
Copp argues that the objectives of rural development are to 
widen people's ranges of choice. Efforts should be made 
towards preserving and improving the rural environment 
and the rural development planning may be conceived to 
identifying the complex factors, which contribute to the 
creation, change or development of rural areas. Another 
author Lassey highlights that the focus of rural 
development should be on^: 
1. Preservation of ecological integrity with a view to 
providing continuous supply of life - supporting 
resources. 
2. Efficient and appropriate land use. 
' James H. Copp ~ Rural Sociology and Rural Development 1972, p. 575. 
~ William R. Lassey. Planning in Rural Environments, New York. Mc Graw Hill Book Company, 
1977, p.i26. 
3. Healthy living conditions. 
4. Aesthetically pleasing environments. 
5. Effective social, economic and governmental 
institutions. 
6. Improved human welfare in terms of minimal 
economic and social levels. 
7. Physical structure and adopted landscape of pleasing 
design. 
8. Comprehensiveness, i.e., a full range of physical, 
biological and human factors in rural region. 
9. Increase in agricultural production and productivity. 
Finally, it may seem necessary to create an 
atmosphere conducive to development by motivating 
the rural masses to improve their lots / standard of 
living by taking the above factors into their 
consideration. 
Factors Affecting Rural Development: 
Rural economy of India needs a specialised attention 
because of its peculiar problems related to the level and 
distribution pattern of income. In India, the population 
living below the poverty - line has been accepted as a 
measure of poverty. The number of rural people living 
below the poverty - line is estimated to be over 27.63 crore. 
Over the years, their number has decreased marginally 
since the beginning of the plan era. The main source of 
livelihood, in rural India is land. Therefore, the rural 
poverty is associated with the ownership of land. The 
s tructure of land-ownership failed to meet the ends of 
social justice; ceiling was imposed on larger holdings and 
surplus lands were sought to be distributed among the 
small and marginal farmers. But these measures could not 
bridge the gap thereof, the proportion oi poverty stricken 
populat ion remains the same, owing to different reasons. 
The poorest section of the rural population belongs to the 
families of small and marginal farmers, agricultural 
labourers, artisans. Scheduled Castes and Scheduled Tribes, 
etc. They are still living in poverty, they do not have the 
necessary productive assets and skills with them to 
produce the wanted/essent ia l goods and earn sufficient 
money. In rural areas land happens to be the main 
product ive asset in the absence of widespread rural 
industrial isat ion. 
There is widespread illiteracy and absence of modern 
skill among the rural masses. Naturally, even if, the rural 
art isans who go on producing traditional goods find that 
there is less demand for such goods, and they can not stand 
in competition with goods, coming from the urban areas, 
which are preferred by all including the rural consumers 
because they are comparatively cheaper and well finished. 
In the absence of productive assets or with an inadequate 
productive asset (as in the case of land), the only source of 
income for the majority of the rural masses is employment; 
principle of contiguity assumes importance, as the 
numerous small villages of the country are treated as 
Community of small number of clusters of contiguous 
villages. The third approach is the "Cliental 
Approach". Planning is done to improve the economic 
position of certain groups. The fourth approach is the 
"Sectoral Approach" in which the economy is divided 
into different sectors and the development plans are 
made for all sectors. 
Banks can play an important role in the rural 
development of the country. In this direction banks have 
adopted five approaches towards reaching the target group, 
i.e., the weaker sections. These approaches are: 
(a) Commodity Approach 
(b) Area Approach 
(c) People Needs-Based Approach. 
(d) Service Area Approach. 
(e) Self-Help Group Approach. 
In the case of commodity approach, the commodity 
identified has ready market within the accessible area and 
with an expanding market activity expands the target 
group, which is induced to take up the activity, continues 
to benefit. Such an approach is successfully tried in dairy-
farming and sugar cane cultivation. The approach helps the 
producer in getting the larger share of price paid by the 
consumers. In the area approach, the focal point is the 
judicious utilisation of the resources in a particular area. 
The implications of realising the potential are worked out 
in a co-ordinated manner. The different aspects as 
considered, are the allocation of resources between 
different activities and the selection of target groups for 
the various activities. 
Under the "people's need-based approach" the 
emphasis is laid more on bringing people together and 
involving them collectively and individually in self 
analysing their needs, constraints and ultimately drawing 
up the strategy for dealing with them. 
Recognising that there substantial need and scope for 
increasing the development-linked credit as well as 
business at the level of the rural and semi-urban branches. 
Reserve Bank of India (RBI) has introduced the Service 
Area Approach to exploit the full potential banking 
infrastructure. The main objective of this approach is to 
make the rural lending more productive by relating it 
intimately to the local conditions and genuine needs of the 
villagers besides promoting the rural savings for lending 
and recycling of credit. In general, service area approach is 
the planning exercise in order to formulate the realistic 
credit plans for the villagers based on the actual needs of 
all the households living in the villages by making use of 
the locally available resources. Under this approach, the 
rural and the semi - urban branches of commercial banks 
including the RRB are assigned, identified, and specified 
the area comprising the approach cluster of 15 to 25 
villages as in service area'. 
To accelerate the process of rural development, the 
important pre-requisite under this approach is the 
preparation of village credit plans reflecting the needs and 
potentialities of the area. The preparation of credit plan 
requires confirmed technical feasibility of an activity, 
established economic viability of an activity and the 
determined size of viable activities and their prioritisation. 
Self Help Group (SHG) is a voluntary organisation of 
the rural poor people generally comprising of small-
marginal farmers, landless labourers, rural artisans, women 
folks and other micro entrepreneurs who organise them to 
achieve their economic development by raising their 
resources. In order to make lending system more effective 
and purposeful, it may be suggested that linkages between 
the banks and the SHG can have either direct or indirect 
impact on the rural credit system. Banks can make available 
credit to SHGs, which, in turn, can make credit available to 
their members. Alternatively, banks can work through the 
voluntary organisation, which can provide credit to SHGs 
to be passed on to members. The route chosen by banks will 
depend upon the strength of SHGs^. 
In the light of the above approaches, the 
following generalisations have been made: 
' Dr. T. Duheii and M. Deyal, " Credit Planning for Rural Development - Ideals and Issues. " The 
Banker, July 1994. Pp. 25. 
' Dr. Soundara Pandian, M., "Issues in Rural Credit System". Kunikshetra , September 2001. pp. 25. 
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(1) Rural development activities must be organised 
around activities and services that have relatively 
well defined technologies, methodologies and 
objectives. 
(2) Rural development activities must be organised to 
utilise relatively unskilled human resources that are 
available in the rural areas. 
(3) Effective implementation of rural development 
programme is largely dependent upon the 
development of institutional capacity to mobilise the 
limited political and economic resources to the 
disadvantaged rural communities. 
(4) The problem of welfare in the rural areas continues to 
be more a problem of level of output per individual 
than that of distribution and lastly; the structural 
characteristics of most rural communities and of the 
societies of which they are a part, will constrain them 
from securing access to many of the available 
developmental opportunities. Thus, the approaches of 
rural development should be considered in terms of 
fundamental humanistic values. 
Strategies of Rural Development: 
Rural development has been defined as a strategy to 
improve the economic and social life of a specific group of 
people, that is the rural poor including small and marginal 
farmers, tenants and landless labourers. According to the 
11 
World Bank Report, "A national programme of rural 
development should include a mix of activities including 
projects to raise agricultural output, to create new 
employment, improve health and education, expand 
communication and improve housing. The nature of content 
of any development programme will reflect the political, 
social and economic circumstances of the particular country 
or region.! 
Since the crucial issues of rural development largely 
emanate from the strategy and mythology postulated for 
accelerating the rural development, it would be appropriate 
to consider it properly. Prof. Naidu^ has suggested the 
following strategies for rural development: 
(1) Increasing production and productivity both in 
agriculture and allied sector. 
(2) Resources and income development of vulnerable 
section of rural population through development of 
primary, secondary and tertiary sectors. 
(3) Skill-formation and skill-upgrading programmes to 
promote self-employment against the rural poor. 
(4) Facilitating adequate availability of credit to support 
the programmes taken up for rural poor. 
(5) Promoting, marketing supports to ensure the viability 
of production programmes and to insulate the rural 
' The World Bank, Wasliington D.C., Rural Development Sector Policy Paper, February 1975, PP. 28-
45. 
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poor from exploitation of the marketing of their 
produce. 
(6) Promotion of additional employment opportunit ies to 
the rural poor for gainful employment during the lean 
agricultural season through a National Rural 
Employment Programme (NREP). 
(7) Provision of essential minimum needs. 
(8) Realising pricing policy for agricultural products . 
A comparative study of the development strategies in 
India is very significant from the point of view of locating 
the strength and weakness, thereby, evolving a suitable 
strategy of rural development. Among the strategies, 
special attention was given to Area Approach, which 
visualised in Community Development Programme in the 
year 1952, Intensive Agricultural District Programme, 
Intensive Agricultural Area Development Programme and 
lastly, "Target Approach" such a Small Farmers 
Development Programme, Intensive Child Development 
Scheme, Food for Work Programme presently known as a 
National Rural Development Programme. 
A critical review of all the above programmes 
revealed that the benefits of development had been mostly 
availed by some better off members of rural societies. The 
majority of the rural people continued to take varying 
degree of ' poverty. The gap between promise and 
' Naidu L.K., Bank Finance for Rural Development; Ashish Publishing House, New Delhi, P.P. 51. 
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performance would not be bridged considerably on the 
rural front. To meet the deficiencies of the rural 
developnient programmes, the Government of India has 
introduced Integrated Rural Development Programme, a 
centrally sponsored scheme in the year 1978-79 as a new 
deal in order to eradicate poverty. This programme is based 
on the decentralised micro-block level planning. 
Programme for Rural Development: 
In the pre-independent era, many sporadic attempts 
were made by many distinguished personalities like late 
Mahatma Gandhi, Ravindra Nath Tagore, S.K. Dey, F.L. 
Bryne, Spencer Hatch, Albert Mayer and many others on 
their own to bring about socio-economic development of 
specific rural areas. Some such projects were; Sri Niketan 
project (1920) launched by Tagore, Gurgaon project (1920) 
launched by F.L. Bryne, the then deputy commissioner of 
Gurgaon; Marathandam project (1926) launched by Spencer 
Hatch; Baroda Rural Reconstruction Scheme (1929-30), 
launched by T.T. Krishnamachari and Firka Development 
scheme, launched by the Madras Government (1946). 
At this stage specific mention may be made of the 
Grow More Food Campaign (GMFC), launched in 1943, in 
the Wake of Bengal famine, as the first main land-mark in 
the direct efforts of Government to increase food 
production rapidly. Its main lines of action were; (a) to 
divert area' from cash-crops to food-crops; (b) to increase 
cultivated areas by bringing them under plough current 
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follow and cultivable waste-land; and (c) to promote 
intensive cultivation through provision of irrigation, better 
farming practices. A number of policy instruments and 
schemes were thus devised to achieve these objectives. 
In 1950-51, when the Planning Commission formulated 
the first five-year plan, the Ministry of Food & Agriculture 
reviewed the working of GFMC and some important policy 
changes were made in the GMFC policy. These changes 
were: 
(a) Concentration of seeds and manure 's schemes in the 
areas of scanty rainfall and irrigation. 
(b) Selection of compact areas, considered suitable for 
increasing minor irrigation facilities and for 
undertaking land improvement works. 
(c) Special programmes of tube well construction on a 
fairly large scale sponsored and financed by the 
Central Government. 
(d) Greater emphasis on productive schemes of permanent 
nature. 
(e) Adoption of principles that the financing of scheme 
should be more through loans and those subsidies 
should be reduced steadily and ultimately terminated. 
(f) Widening of the scope of GFMC to include schemes 
for the improvement of livestock. The State 
Government opposed the concentration of the GMFC 
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in suitable areas on the ground that it would lead to 
discontentment in the areas, which would be left out. 
In the Post-independent era also, some such efforts 
like Nilokheri Experiment (1947-48) launched by S.K. Dey, 
Etawah-Pilot-Project (1948), launched by Albert Mayer 
were made. All these attempts had their own strength, 
weaknesses and limitations. All these projects could create 
expected impact because of very many obvious limitations, 
but in spite of that their success and failures stood the 
planner in good stead in designing the rural development 
strategy in post-independent era. Some of the Steps taken 
by the Government of independent India to bring about 
rural development are furnished as under: 
Community Development Programme: 
A beginning was made in this direction by launching 
the Community Development Programme (CD.P.) in 
October 1952. The aim of this programme was to provide 
suitable infrastructure for the extension work, full 
utilisation of material and human resources of the rural 
areas on an area basis and develop local leadership and 
self-governing institution. The basic idea was to raise the 
standard of living of the rural community with active 
participation and initiative of the peopled 
Panchayati Raj: 
In order to set-up elected and organically linked 
democratic bodies at the village, block and district level, to 
Government of India, Planning Commission, First Five-Year Plan, New Delhi, 1952, Programme-224 
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take over the functions of planning and developnrvent froin 
the officials, Panchayti Raj was introduced in 1959. On the 
basis of Balwant Raj Mehta Committee Report published in 
1950, it was realised that it would not be desirable to 
enforce a uniform pattern for these bodies in the entire 
country. Hence, an option was left to the State 
Governments to adopt a two- or three-tier-system of 
Panchayati Raj administration. Most of the States in India 
have enacted laws for the establishment of Panchayti Raj 
insti tution. These institutions have been entrusted with 
financial and developmental power and responsibilities for 
their areas^ 
Extension Education Training Scheme: 
A network of farmers' training insti tutions was 
started under the Extension Education Training Scheme 
(EETS) in 1961. The field workers and farmers are imparted 
instructions regarding the latest agricultural techniques. 
They are taken around demonstration plots and agricultural 
farms run by the State Governments. These farmers serve as 
leaders of the community to disseminate the knowledge of 
modern technological inputs and scientific crop planning. 
However, these programmes benefited mainly the rural 
elite and not the weaker sections of the community.^ 
Intensive Agricultural District Programme: 
In 1961, a new approach to intensification of 
agriculture , through the Intensive Agricultural District 
' Governiiieiit of India, Planning Commission, Third Five-Year Plan, PP. 337-40. 
' R.C. Arora, Integrated Rural Development, S. Chand and company limited. New Delhi, 1979, P.4I 
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PrograiTiine (lADP) was taken up in 16 selected districts, 
one from each State. The idea behind such a programme 
was to get increased yields through the co-ordinated use of 
fertilisers, insecticides and pesticides in irrigated areas^. 
Hill-Areas Development Programme: 
Hill Area Development programme was started in 
Manali in 1952, as an offshoot of the Indo-German project 
in order to remove regional disparities and to evolve a 
suitable pattern for the development of backward areas. 
Two central-hill area-development projects were taken 
up on pilot basis towards the end of Fourth Five year Plan 
in Pauri-Garhwal in Uttar Pradesh and in Nagba in 
Manipur. This strategy reflected two principal aims: (i) to 
maximise the agricultural production and (ii) to remedy the 
imbalances existing among the different regions of the 
country, integrated development of agriculture and allied 
fields such as multi-cropping along with the High Yielding 
Varieties Programmes. Horticulture animal husbandry 
activities together with building up of the necessary 
infrastructure in the fields of land development and soil 
conservation, minor irrigation etc. have also been adopted 
in the two central-sector-hill-area-development projects. 
One of the important problems is that of improving 
the nutrit ion of the people. The task involves not only the 
production of more food but also better unders tanding of 
the relationship of food to health, the importance of 
Government of India, Planning Commission, Tliird Five-Year Plan, PP. 209. 
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specific foods, the need of certain group of population and 
the ways of making the best possible utilisation of the 
foods available^. 
Applied Nutrit ion Programme: 
Applied Nutrition Programme was introduced in 1963 
with a view to improving the nutri t ional status of the 
people, particularly those of mothers and children in rural 
areas. It also aims as educating the village communities for 
better awareness of the need to produce nutritionally 
charges in knowledge and beliefs about food and eating 
habits and consequent charge at family and village level in 
production, preparation, preservation and consumption of 
food. It also seeks to the extent possible the provision o[ 
heath-care immunisation, portable-water and 
environmental sanitation. The progress is bound on self-
help activities and promotion of the local resources, viz. 
vegetables, fruits, poultry, fishery etc^. 
High - Yielding Varieties Programme: 
Again, in the year 1965, the high Yielding Varieties 
Programme (HYVP) was conceived and introduced as a 
distinctive strategy in areas with assured natural 
advantages and comparatively better endowment in order 
to raise agricultural out-put. It was followed by the 
Agriculture Development Programme in the year 1966. 
' R.C. Arora, Integrated Rural Development. S. Cliand& Company Limited New Delhi 1979 PPJ1-52. 
" Government of India, Ministry of Rural Development, Annual Report 2001, New Delhi, P.90. 
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Though several programmes for the area development 
had been under implementation in India right from the 
very inception of the planning in the country, the small and 
marginal farmers did not get much benefit from the break-
through in agriculture technology. New benefits following 
from the investment in rural sectors were accruing to the 
poorer section of the rural population in a fair and 
equitable manner. It was felt that special programme for 
the exclusive benefit of the poorer section of the rural 
population.would be required, if the distribution objectives 
of the policy were to be achieved^. 
Corrective Steps: 
The realisation of the reluctant disparities lead to 
some corrective steps in the fourth and fifth five-year 
plans. A number of special programmes were introduced 
for the under privileged and depressed areas. The 
important areas are: Drought Prone Area Programme 
(DPAP): Small Farmers Development Agency, Marginal 
Farmer and Agricultural Labourers Scheme (SFDA/SFAL), 
Tribal Development Agency (TDA), Pilot Intensive Rural 
Development Project (PIREP), Intensive Agricultural Area 
Programme (lAAP), Command Area Development 
Programme (CADP), and Special Live - Stock Production 
Programme (SLSPP, 1975-76). 
Drought - Prone Area Programme: 
Another programme is Drought - Prone Area 
Programme formerly known as Rural Work Programme, 
Government of India, Ministry of Rural Development, Annual Report 2001, New Delhi, P.41. 
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was introduced in the year 1973-74 in order to ensure that 
the rural works, taken up under this programme, were of 
permanent nature with a view to providing employment 
through the direct construction works. At present, DPA is 
under implementation in 971 blocks of 183 districts in 16 
states^. The areas under this programmes are selected on 
the basis of objective criteria of (a) Level and periodicity of 
rain fall, (b) Intensive and past occurrence of drought and 
(c) promotion of irrigated areas to the total cultivated area. 
The main elements in the development strategy of the 
programme were; (1) Restoration of ecological balance; (ii) 
Integrated rural development; (iii) Rational utilisation of 
new technology; and (iv) Equitable distribution of 
development efforts and direct and indirect employment. 
Small Farmer Development Agency/Marginal Farmer 
and Agricultural Labourers Scheme: 
In order to enable the small and marginal farmer and 
agricultural labourers to participate in the process of 
development and share in its benefits, the Fourth Five-Year 
Plan, Inter-alia provided for the two sets of projects; 
namely SFDA projects for small but potentially viable 
farmers and MFAL projects for the marginal farmers and 
agricultural labourers. These schemes were taken up on a 
pilot and experimental basis. 
The programmes under SFDA and MFAL have been in 
operation since 1971 covering 1818 blocks in the country to 
' Government of India, Ministry of Rural Development, Annual Report 2001, New Delhi, P.41. 
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assist persons specifically identified from the target group 
in raising their income level. This was to be achieved by 
helping them on the one hand, to adopt the improved 
agricultural technology and acquiring means of increasing 
agricultural production like the minor irrigation sources, 
and on the other hand, to diversify their farm economy 
through the subsidiary activities like dairy, poultry, bee-
keeping, sericulture, sheep, and goat farming, inland 
fisheries etc. The project authorities were to make specific 
efforts to ensure that the needed inputs and credits were 
available to these identified beneficiaries by the respective 
agencies. Enrolling them as the member of credit co-
operative societies was one of the operational objectives of 
the programme, so that they could draw the necessary 
assistance from the societies and derive benefits through 
the community approach, by retaining individual 
ownership of assets^ 
Tribal Development Agency: 
Tribal Development Agency Programme was initiated 
in 1971-72. This is additive in its nature, in as much as it is 
not intended to replace the normal flow of investment in 
the tribal area, on the on going schemes. Each of these 
projects insures to cover 10,000 tribal families or 50,000 
tribal people who are the weaker section even amongst the 
tribals. This is faster to the economic development of the 
tribal population so as to bring them within the main 
stream of development effort and, in particular to make an 
Government of India, Ministry of Rural Development, Annual Report 2001, PP. 116. 
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impact on the agricultural development of these areas. The 
core economic programme, perusal by these projects, 
comprises of the agricultural development, including 
horticulture, land reclamation, land development, soil 
conservation, minor-irrigation, control of shifting 
cultivation, and cattle development. The development of 
infrastructure, physical and institutional is essential for its 
successful implementation^ 
Pilot Intensive Rural Employment Projects: 
In the wake of rural works programme and crash 
scheme for the rural employment, the project work was 
selected for the pilot intensive rural employment project in 
1972-73 in order to find answer to the problem of rural 
employment. 
The approach of the fourth five-year-plan emphasised 
the necessity to create favourable economic condition for 
the promotion of agriculture. This implied a systematic 
effort to extend the application of science and technology 
to agriculture. Hence, Intensive Agricultural Area 
Programme (lAAP) was started in March 1974. The earlier 
programme of the intensive district was to be expanded 
into intensive areas. The kingpin in this agricultural 
programme was the promotion of high-yielding varieties 
and multiple cropping^. 
' Ibid. PP. 46. 
R.C. Arora, Integrated Rural Development, S. Chand and Company Limited, New Delhi, 1979, P.49. 
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Command Area Development Programme: 
In most of the projects, utilisation of irrigation 
potentials already created could not be effected in the 
absence of the farm infrastructure. Moreover, where water 
has been used for irrigating crops, there hardly has been 
any effort to change-over from the uncertain-rain cropping 
pattern with low yields to scientific cropping, making full 
use of the technological perennial irrigation from these 
projects. Therefore, the centrally sponsored Command Area 
Development Programme was initiated in December 1974. It 
aimed at; (1) Bridging the gap between the irrigation 
potential created and the utilisation thereof; and (2) 
Raising the efficiency of water use and productivity from 
irrigated lands. 
It is noteworthy that the programmes like SFDA, 
DPAP and CADA did bring about considerable 
improvement in the living conditions of the poorer people 
in the areas where the special programmes were in 
operation. But it became clear that the dimensions of rural 
poverty in India were such that a far more ambitious 
programme was required to remove the more degrading 
farms of rural poverty with the objective of raising the 
poorest families in rural areas above the poverty-line, by 
giving them income generating assets and access to credit 
and other inputs. A new programme known as the 
Integrated Rural Development (IRDP) was launched^ It was 
Ministry of Rural Development, Annual Report, 2001, PP. 4 - 5 . 
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followed by the Food for Work Programme (FWP) and 
desert Development Programme (DDP). 
The 20 " Point Economic Programme: 
The former late Prime-Minister Mrs. Indira Gandhi 
after the declaration of Emergency in June 1975, announced 
her 20-point-economic-programme in July 1975, which 
among other things, aimed at "Devising alternative 
agencies to provide institutional credit to landless-
labourers, rural artisans and small and marginal farmers. In 
this context, steps are also being taken to liquidate 
indebtedness of these classes in rural India^. 
These programmes not only covered many aspects of 
social justice but also a number of infrastructural 
programmes vital for the economic growth. The 20-point 
economic programme contained a number of steps in 
respect of the rural development. These are as follows: 
(1) Continuance of steps to bring down the prices of 
essential commodities and to streamline the 
production, procurement and distribution of essential 
commodities. 
(2) Implementation of agriculture land ceiling and 
speedier distribution of surplus land and compilation 
of land records. 
B.B. Tyagi Agricultural Economic and Rural Development, Jai Prakash Natli and Company, Meerut, 
1986-1987, P. 726. 
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(3) Stepping up of the provision of house sites for the 
landless and the weaker sections. 
(4) Bonded Labourer wherever exists, to be declared 
illegal. 
(5) Plan for the liquidation of rural indebtedness, 
legislation for moratorium on the recovery of debt 
from the landless labourers, small farmers and 
artisans. 
(6) Review of laws on the minimum agricultural wages. 
(7) Five million more hectares of land to be brought 
under irrigation through national programme for use 
of under ground waters 
Integrated Rural Development: 
In the budget session of Parliament on 1976, a blue 
print for Integrated Rural Development was presented. The 
development of institutional infrastructure such as 
banking. Agricultural Credit Societies and programmes viz; 
SFDA, DPAP and CAD, which are broadly area 
development programmes and have the uplift of small and 
marginal farmers and the landless labourers as their main 
objectives, were continued and were to be utilised 
according to their relevance in particular areas to achieve 
the twin objectives of generating employment opportunit ies 
' V.K.R.V. Rao, Indira Gandhi; A tribute, India's Economic Development Strategies, 1951-2000 AD 
(Editor J.N. Mongia), Allied Publishers (FVt.) Limited, New Delhi, 1986, PP. XXXI - XXXI. 
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and increasing production integration among the different 
approaches^ 
Food for Work Programme: 
Food-For-Work-Programme was started in April 1977, 
to provide opportunities of work and additional 
employment for rural poor particularly in start season. The 
programme was to create durable community assets such as 
irrigation facilities, roads, etc. against the payment of 
surplus food grains as wages. Special financial and fiscal 
concessions, credit on softer terms and subsidies have been 
made available to the under-development areas to attract 
increased investment. A minimum need programme was 
designed to provide in the rural areas, within a reasonable 
time-frame, certain basic amenities in the field oi 
education, health, drinking water supply, electrification, 
roads and housing-sites. It was suggested that minimum-
need-programme be linked with the FFWP so that the rural 
poor, particularly the landless labourers, are able to secure 
dependable employment and food throughout the year 
through these works' programme^. 
Desert Development Programme: 
The Desert Development Programme was started in 
1977-78^ with a view to controlling the desertification and 
developing conditions for raising the level of production, 
income and employment of the people of the areas covered 
' R C. Arora, Integrated Rural Development, S. Cliand and Company Limited, New Delhi, 1979. P. 3. 
~ Government of India, Ministry of Rural Development Report - 2001, New 
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under it. Experiences gained out of the Rural Development 
Programmes, such as DRAP, CAP, HAP, TAP show that 
neither the project nor the sectoral approach is adequate to 
land on overall development of an area and to the 
distribution of benefits to local population especially to the 
weaker sections of the rural population. The intensity of 
unemployment and poverty varies from region to region, so 
do the potential for development in agricultural anci 
related activities^. 
It has rightly been observed that the essence of the 
programmes oi rural development has been marked by a 
fragmented and compartmentalised approach in 
formulation on the one hand, and a top-down inflexible 
one-way system of implementation on the other. But in 
their very nature, they could not provide the impulse for 
sustained growth or for broad-based development^. 
Land Reforms: 
Land Reforms have been introduced on the National 
Agenda of Rural Re-construction since independence. The 
major objective of land reforms has been the re-ordering of 
agrarian relations in order to achieve an egalitarian social 
structure, elimination of exploitation in land relations, 
realising the age old goal of land to the tiller, enlarging the 
land base of the rural poor, increasing the agricultural 
' Reserve Bank of India, Currency and Finance, Volume-2, 1983-84, Bombay, 1984 P- 52. 
" Government of India, Ministry of Rural development. Annual report 2001, New Delhi, P. 119. 
^ J.C. Srivastava, Integrated Rural Development. A concept and Approach -I , Khadigramodyog, 
Volume XXIV, number 7, April 1978, PP. 355-67. 
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productivity and infusing an element oi equality in local 
institutions^. 
National Fund for Rural Development (NFRD): 
With a view to encouraging the individuals, corporate 
and non-corporate bodies to participate in the national 
effort for the rural development, the National Fund for 
Rural Development (NFRD) was established in 1984. The 
donors while making donations may recommend their 
preference for the area or locality as well as the specific 
rural development programme(s) for which the donation 
may be utilised. Since inception under this Fund, the 
government has received Rs. 11.71 crore, out of which Rs. 
10.93 crore has been released for 58 projects^. 
Information, Education and Communicat ion (lEC): 
lEC is an integral part of planning for sustained 
development. This programme has been implemented with 
the aim of sustainable holistic development in the rural 
areas. At present lEC is playing a pivotal role in creating 
awareness, mobilising people and making development 
participatory through advocacy and by transferring 
knowledge, skills and techniques to the people. It is also 
critical in bringing about transparency in implementation 
of the programmes at the field level and for promoting the 
concept of accountability and social audit^. 
' Goveriinient of India, Ministry of Rural Development, Annual Report 2001, PP. 126. 
" Government of India, Ministry of Rural Development, Annual Report 2001, PP. 98. 
"^  Annual Report, 2001, Government of India, Ministry of Rural Development, PP. 84. 
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Integrated Wastelands Development Programme: 
Integrated Wastelands Development Programme 
(IWDP), a centrally sponsored programme, has been under 
implementation since 1989-90. The objective of this 
programme is to develop wastelands and degraded lands in 
order to promote employment generation in the rural areas 
besides enhancing the participation of people at all stages 
leading to sustainable development of land and equitable 
sharing of the benefits^ 
Council for Advancement of People's Action and Rural 
Technology (CAPART): 
CAPART was set-up as a pioneer organisation in the 
month of September 1986 as a supporting agency for the 
Voluntary Organisation (VOs) by merging two 
organisations, namely, the Peoples Action for Development 
and the Council for Advancement of Rural Technology 
(CART) with the mandate to promote voluntary action and 
propagate appropriate rural technologies for the benefit of 
the rural masses. Since then CAPART has been contributing 
towards the rural development and poverty alleviation 
through the work of VOs at the grass root level and by 
supplementing Government's efforts 
Pradhan Mantri Gram Sadak Yojna (PMGSY): 
Rural road connectivity is not only a key component 
of the Rural Development in India, it is also recognised as 
Annual Report, 2001, Government of India, Ministry of Rural Development, PP. 108. 
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an effective Poverty Reduction Programme. It is distressing 
to note that about 40% of India's villages do not have 
proper road connectivity even after five decades of 
independence. Keeping in view the fact that the Rural 
Roads are vital to economic growth and measures for 
poverty alleviation in the villages, government launched 
PMGSY to connect all unconnected habitations in the rural 
areas with a population of more than 500 persons through 
good-all-weather roads by the end of the Tenth Plan 
Period/". 
Swarnjayanti Gram Swarozgar Yojna (SGSY): 
Government of India has launched a new programme 
known as the SGSY with effect from 1^ * April, 1999 by 
restructuring the various self employment programmes 
implemented earlier viz.. Integrated Rural Development 
Programme (IRDP), Training for Rural Youth for Self 
Employment (TRYSEM), Supply of Improved Toolkits to 
Rural Artisans (SITRA), Development of Women and 
Children Rural Areas (DWCRA), General Kalyan Yojna 
(GKY) and Millions Well Scheme (MWS) so as to avoid 
multiplicity of various programmes which resulted in the 
lack of social intermediation and absence of desired 
linkages among these programmes. 
The basic objectives of SGSY are to bring the assisted 
poor families (Swarozgaris) above the povertv line by 
providing them income-generating assets through a mix of 
' Annual Report, 2001, Government of India, Ministry of Rural Development, PP. 50. 
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Bank Credit and Government Subsidy. The programme aims 
at establishing a large member of micro enterprises in rural 
area based on ability of the poor and potential of each 
area^. 
Sampoorna Grameen Rozgar Yojna (SGRY): 
There were two major programmes for the Wage 
Employment Generation namely the Employment Assurance 
Scheme (EAS) and the other for the Infrastructure Creation 
at the village level known as the Jawahar Gram Samridhi 
Yojna (JGSY). The EAS was basically meant for the creation 
of additional employment opportunities during the period 
of acute shortage of wage employment through manual 
work for the rural poor living below the poverty line and 
the JGSY aimed at creating the need-based rural 
infrastructure at the village level. These programmes 
contributed to a great extent in alleviating the rural 
poverty and in improving the quality of rural life. To meet 
an unusual high demand for the wage employment and 
food security due to the occurrence of calamities, it was felt 
that one ambitious programme be introduced which would 
take care of the food security, additional wage employment 
and village infrastructure at the same time. With this noble 
idea, the Sampoona Grameen Rozgar Yojna (SGRY) was 
launched on 25*'' September 20013. 
' Ajinual Report, 2001, Government of India, Ministry of Rural Development, PP. 21. 
" Annual Report, 2001, Government of India, Ministry of Rural Development, PP. 33. 
' Annual Report, 2001, Government of India, Ministry of Rural Development, PP. 9. 
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Role of Banks in Rural Development: 
Banks can take right lead for the rural development, 
as they are the repositories of resources with which pace of 
agriculture and rural development may accelerate. 
Agriculture being the predominant activity in rural areas, 
these banks were expected to lend to agriculture so as to 
ensure self-sufficiency in food production and 
modernise/commercialise the agriculture to achieve the 
targeted growth rate in the sector. Credit provided by those 
banks has catalysed the process of agricultural 
development more particularly through the creation of 
irrigation facilities, farm-mechanisation, energisation of 
pump-sets, land development, moisture conservation, 
horticultural, plantation and forestry development. 
Investment credit together with the production credit 
helped a large number of farmers in using high-yielding 
variety seeds, fertilisers, pesticides, irrigation which 
ultimately reflected on sizeable production of crops, fruits 
and vegetables. Similarly, animal husbandry including the 
dairy and poultry as also fishery development got 
tremendous boost. Besides making available the finance to 
farm and non-farm sectors, banks can play catalytic role in 
developing the rural infrastructure, transforming 
technology and know-how, offering guidance and above all, 
educating the rural people of varied target groups, all the 
while propagating family planning among the weaker 
sections of the rural society. Banks credit for the 
agriculture and rural cievelopment in our country has been 
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viewed from the angle of protecting the rural community 
from the grip of local moneylenders who lend their money 
at an exorbitant rate and are considered as villain and great 
cause of poverty in the rural areas. 
The government has assigned a pivotal role to the 
banking system in developing the village economy. The 
major thrust of its policy has been on ensuring the easy 
availability of credit to all the classes of rural borrowers, 
especially those belonging to the weaker sections. Since the 
advent of independence, government of India takes all sorts 
of measures to strengthen the banking system especially in 
rural areas. The banks were enabled to shape their polices 
and programmes after taking into consideration the longer 
social purpose and need of national priorities and 
objectives under the RBI guidelines. They were assigned an 
important role in promoting the economic development and 
social justice. Under Indian conditions, economic 
development and social justice involve an accelerated 
growth of agriculture and related sectors, which contribute 
to the bulk of national income and provide livelihood for 
the vast majority of the population. 
The Government of India has emphasised the need to 
establish banks into the rural areas. As many as there are 
106 commercial banks with 50,645 branches out of which 
40,627 branches are situated in the rural areas while there 
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are 196 RRBs with 14,413 branches out of which 12,084 are 
si tuated in the rural areas as on 31^' March 2000i. 
In addition, there existed a network of 29 State Co-
operatives Banks with 651 branches, 367 District Co-
operative Bank with 19,780 branches and 92,000 Primary 
Agriculture Credit Society (PAC) covering practically all 
the villages by the end of 31^* March 2001i. 
Conclusion: 
In India about 72.22 percent of the people are engaged 
in agricultural sector and are living in the villages. People 
of rural areas are confronted with many problems, such as 
unemployment, housing, illiteracy, medical facilities, rapid 
population growth, etc. Since independence of the country, 
there have been continuous efforts to improve the economic 
condition of the people who are still living in poverty. 
Rural Development in India is a recognised necessity 
since the performance of rural economy determines the 
growth rate of whole the economy of our country. 
Consequently, many programmes were launched/ 
undertaken by the government such as, CDP, lADP, HADP, 
PIRDP, PMGSY, SGSY, etc. in order to accelerate the 
economic development of the rural areas. 
In spite of the various programmes launched by the 
government, the desired economic development could not 
be poss ible 'wi thout the adequate supply of credit to the 
Review of the perforniaiice of RRBs as on March 31", 2001 
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rural people. There is no doubt that the co-operative and 
commercial banks failed to meet the expected growing 
demands of credit. Therefore, in the year 1975, RRBs were 
established to cater the needs of only the rural people. In 
the next chapter an attempt has been made to examine the 
growth of RRBs in creating conducive atmosphere in the 
rural area for an overall growth of the rural economy. 
Balishler uiid Roslum Smgli. "Rurul DewUipmciil ;md CiHipcr;itives ', YojiKi. .lulv 2001. pp. 1 7 
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CHAPTER - 2 
G R O W T H AND DEVELOPMENT OF REGIONAL 
RURAL BANKS 
In the preceding chapter an at tempt was made to 
study the various problems relating to the rural 
development of the country. It is necessary because more 
than 72 percent of the people are still living in rural areas 
and facing various problems such as poverty, 
unemployment, housing, illiteracy etc. In order to remove 
these problems the development of rural areas is essential 
and for which substantial credit is required. There is no 
doubt that the both co-operative and commercial banks 
made substantial progress in providing credit to rural 
development. However, it was realised that these banks 
have their own inherent weaknesses. In order to improve 
the credit supply five RRBs were established in 1975 as 
these banks are to play a complimentary and 
supplementary role along with the co-operative and 
commercial banks. 
This examines the initiation of Regional Rural Banks 
(RRBs) in the origin and development in the country with 
objective of financing the development of rural areas. 
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Historical Background of Rural Banks: 
The establishment of rural banks in India is not a new 
phenomenon. Since the turn of 19^ *1 century indigenous 
moneylenders can be described as the original bankers in 
rural areas. These moneylenders had virtual monopoly in 
supplying the credit in rural areas at an exorbitant rate of 
interest. The poor villagers could not escape the clutches of 
these moneylenders, as they were the last resorts to meet 
their credit requirements for production and consumption. 
To mitigate the suffering of poor farmers the 
infrastructure of co-operative credit was brought into being 
in the matter of agriculture finance in the year 1904. The 
All India Rural Credit Survey Report revealed that the 
share of institutional agencies (government, co-operative 
banks and commercial banks) in financing the borrowings 
of the rural households was 7.1 percent in 1951-52, whereas 
the corresponding share of the village moneylenders 
(excluding relatives, friends, traders, land lords etc) was as 
high as 68.6 percent^. 
The commercial banks were participating in rural 
banking only as aliens to this field since they were 
programmed for meeting the financial requirements of 
trade and commerce. In view of the huge gap in rural credit 
from institutional sources and in a bid to meet the growing 
needs of financial assistance to modernise farming, the 
government' adopted the multi-agency approach. This was 
' Ram, Jagat, "RRBs help rejuvenate niral economy" Kunikslietra. July 1990. p. 4. 
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intended to increase the farm productivity and thus raise 
the living standard of poor farmers. In July 1955 the 
Imperial Bank of India was taken over by the Government 
and re-named as State Bank of India (SBI) with the 
objective of "extension of banking facilities on a large scale 
more particularly in the rural and semi-urban areas and for 
other diverse purposes". This was an important milestone 
for the rural banking in India. In 1959, other major state-
owned / s t a t e associated banks operating in the princely 
states were taken over by the SBI for the strengthening the 
infrastructure of institutional rural banking^ 
In the year 1967, the establishment of rural banks 
gained momentum prominently when the concept of "social 
control" over commercial banks was propagated. With the 
setting up of national credit council in 1968 to assess the 
demand for bank credit for various sectors of economy and 
to determine priorities for the grant of loans etc it was felt 
increasingly that the bank should become instruments of 
economic and social development. To this effect 
nationalisation of 14 major commercial banks in 1969 can be 
termed as a significant step towards rural banking. With 
emphasis on lending to priority sector agriculture, rural 
artisans and handicraft, small-scale industries, small 
business, retail trade transport operators and other weaker 
sections of society, rural banking came to the fore^. 
Both the co-operative and commercial banks made 
substantial progress in providing credit to agricultural 
' Ram, Jagat, "RRBs help rejuvenate niral economy" Kurukshetra, July 1990, p.4. 
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sector. However, it was being felt that co-operative and 
commercial banks were exhibiting certain inherent 
weaknesses. In co-operative credit structure it was 
observed that a number of base level co-operative units in 
the village were lying dormant and in others, financial 
assistance was being made available to only a few 
influential members of societies year after year. Small and 
marginal farmers and more so the agricultural labourers 
continued to starve for want of credit from the primary co-
operative societies. On the other hand, commercial banks 
even with much increased network of rural branch offices 
could not reach the interior rural hinterland. It was 
observed that these banks were aimed at mopping up 
deposits from the rural rich rather deploying credit to 
needy poor. Another important feature observed in the 
commercial banks was the costly infrastructure, which their 
rural branch offices could ill afford owing to low volume of 
business in comparison to semi-urban/urban area. The 
atmosphere thus prevailing warranted the introduction of 
separate credit system channalised to cater the credit needs 
of the relatively poor section in rural areas. 
Origin of RRBs: 
With this background, the government of India 
appointed a working group on rural banks on July 4, 1975 
under the chairmanship of Shri M. Narasimham, to examine 
in depth ,the setting up of new rural banks^. The 
'ibid, p.5. 
" Chaubey, B.N. "Agriculture financing in India". National Publishing House New Delhi, 1983, P.P. 62 
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Narasimham group observed that in a country with 
regional diversities as in India, no single pattern whether it 
be 'Commercial Banks' or 'Co-operative Bank' can be 
expected to meet all the emerging requirements in all the 
areas. A degree of adaptation and improvisation is called 
for and the range of institutional alternatives widened^. 
The working group, therefore, came to the conclusion that 
"what is needed is an institution which combines the local 
feel and familiarity with rural problems which the co-
operatives possess, and the degree of business 
organisation, ability to mobilise deposit, access to central 
money market and the modernised out-look which the 
commercial banks have. The working group suggested that 
initially only five such banks should be set-up in selected 
areas to serve as pilot-institutions as to provide guidelines 
for future development^. 
The government of India accepted the 
recommendations of the Narasimham working group. 
Accordingly, the President of India promulgated the 
Regional Rural Banks Ordinance of 1975 on September 26, 
1975. This ordinance was later replaced by the Regional 
Rural Banks Act 1976. As per the recommendation of group, 
initially five RRBs were started on October 2"'^ , 1975^. The 
details related to the first five RRBs given in table 2.1. 
' Tara, S. Nair-Rural Financing intermediate and Commercial Banks-Review of Recent Trends. 
Economic & Political Weekly Januaiy 29, 2000 P. 299. 
" Government of India-Report of the Working or Rural Banks 1978. PP. 4 
' ibid. 
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Table: 2.1 The First Five Regional Rural Banks in India. 
S.No. 
1. 
2. 
3. 
4. 
5. 
Najtne of the 
Bank 
PratliaiTia Bank, 
Moradabad 
GkDraklipur 
Ksheti'iya 
Gramin Bank 
Haiyana 
Ksheti'iya 
Gramin Bank 
Jaipur-Nagpuv 
Aaiichahk 
Gramin Bank 
Gaur Gramin 
Bank 
Sponsor 
Bank 
Syndicate 
Bank 
State Bank 
of India 
Punjab 
National 
Brn^ k 
Limited 
Commercial 
Bank 
Limited 
Bank of 
India 
State 
Uttar 
Pradesh 
Uttar 
Pradesh 
Haiyana 
Rajastiian 
West 
Bengal 
Head 
Office 
Moradabad 
Goraklipur 
Bhiwani 
Jaipur 
Malda 
Jurisdiction 
Moradabad 
District 
Goraklipur 
& Deoria 
District 
Bhiwani 
District 
Jaipur and 
Nagpur 
District 
Malda, West 
Dinajpur 
andMurshi-
dabad 
Disti-ict 
Source: Reserve Bank of India Bulletin, January 1976, p. 63. 
The operational jurisdiction of RRBs is generally 2 to 3 
districts and the target clientele was restricted to weaker 
segments of the rural society, reflection of local 
aspirations, head, knowledge and resources were 
considered as essential factors for the meaningful 
functioning of the RRBs. Local level recruitment of 'sons of 
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the soil' is a manifestation of this thinking. By design RRBs 
were meant to be low cost insti tutions with staff 
emoluments at par with the state government employees. 
Public sector banks were directed to sponsor the RRBs by 
contributing to share capital, providing support at top 
management level and generally over viewing their 
functioning!. Hence, another source for providing the 
banking facilities in rural areas especially to vulnerable 
section of societies came into existence. The major objective 
of the RRBs as per the RRBs Act, is to provide "for the 
purpose of development of agriculture, trade commerce, 
industry and other productive activities in rural areas, 
credit and other facilities, particularly to the small and 
marginal farmers, agriculture labourers artisans and small 
entrepreneurs and for matters connected therewith and 
incidental thereto"^. By this background the other 
objectives behind establishment of RRBs could be 
summarised as under:^ 
i. Take the banking to the doorstep of rural masses, 
particularly in hitherto un-banked rural areas. 
ii. Make available institutional credit to the weaker 
sections of the society who had by far little or no access to 
the cheaper institutional loans and had perforce been 
depending on private moneylenders. 
Gupta, S.K., "Changing Pattern of Regional Rural Banks in India-A Case Study, P. 15. 
" The Regional Rural Banks Act, 1976, Eleventh Edition 2001, Eastern Book Company Luckjiow, P. 8. 
' Deshpande D.V., M.K. Mudgal and K.K. Gupta, Working paper on Regional Rural Banks at Cross 
Road, BIRD Lucknow, P. 3. 
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iii. Mobilise rural and channalise them for supporting 
productive activities in rural areas. 
iv. To create a supplementary channel for flow of credit 
from central money market to the rural areas then 
refinance. 
V. Generate employment opportunities in rural area; and 
vi. To bring down the cost of purveying the credit to 
rural areas. 
Organisational Structure: 
The issued and paid up share capital of each RRB at 
Rs. 25 lakh which has now been raised to Rs. 100 lakh is to 
be held by the government of India, sponsor bank and the 
concerned state government in the proportion of 50 
percent, 35 percent and 15 percent, respectively. The 
sponsor bank is required to provide managerial and 
financial assistance to the RRBs sponsored by it for the first 
five years and thereafter on the basis of initially agreed 
terms. 
The management of the RRBs is vested in Board of 
Directors headed by the Chairman who is usually an officer 
of the sponsor bank but appointed by the government of 
India. A General Manager/Administrat ive Officer assists 
the chairman. The Officer of the rank of senior managers 
heads various functional departments ' Head Office. To 
facilitate the eiiective control of the head office on the 
branches, separate area officers have been established in 
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Organisational Structure of RRBs 
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most of the RRBs. Area Manager, who is equivalent to 
senior managers in the Head Office, mans these. Generally 
an area office looks after 25-35 branches. Branch Manager 
who in turn assisted heads' branches in RRBs by field 
officers and clerks. The area officers are also opened with 
the objectives of assisting the head offices in control and 
supervision on the one hand and providing guidance to 
branches on the other. 
An RRB was normally expected to recruit its own staff 
but in the initial years, the sponsor banks provided 
necessary staff particularly at the senior levels. In 
consonance with the principle of low cost project the 
remuneration of the staff other than those on defamation, 
recruited of RRBs is to be so fixed as to correspond to the 
salary structure obtaining in the concerned state 
government for comparable cadres at the district level. A 
representative organisational structure of RRB is shown in 
figure 2.1. However, there are variations depending on the 
staff strength, volume of business, area of coverage, 
number of branches and other local priorities. 
Recommendation of the Review Committees of the 
Government: 
Since the establishment of RRBs, a fairly good number 
of committees have been appointed from time to time by 
the Government of India and the Reserve Bank o[ India on 
the relevant issues of RRBs to make their functioning more 
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effective and economically viable. The main finding / 
recommendations of these committees are as under. 
Dantwala Committee: 
The Reserve Bank of India appointed a committee 
under the Chairmanship of Professor M. L. Dantwala on 
June 23, 1977, with a view to (a) evaluating the 
performance of the regional rural banks in the light of 
objectives for which they were set-up; (b) indicating their 
precise role in the rural credit structure; and (c) making 
recommendations with regard to the scope, methods and 
procedures of their functioning and other matters germane 
to the enquiry. The committee submitted its report on 
February 16, 1978. The main findings of the committee on 
the regional rural bank may be summarised as under^: 
(1) With some modifications in their organisation and 
function, the RRBs could become a very useful 
component in the totality of rural credit structure; 
(2) Within a short span of two years, the RRBs had 
demonstrated their ability to achieve the purpose for 
which they were established; 
(3) The RRBs should become an integral part of the rural 
credit structure given a climate of mutual 
understanding, duplications of functions, overlapping 
of activities and over financing especially between the 
co-operatives and the RRBs may be avoided to a great 
extent; 
' Report of Review Committee on Regional Rural Bantcs, Reserve Bank of India, Bonibay, 1978, PP, 
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(4) The establishment of RRBs will not disturb the 
cooperative credit structure at the base level. It is 
assumed that the reorganised Farmer's Service 
Societies (FSS) would constitute the base of that 
structure. The RRBs may function at the intermediate 
level. They may be extended to areas where the 
District Central co-operative Banks (DCCDS) were not 
able to effectively serve the Prim.ary Agricultural 
Credit Societies (PACS) within their Jurisdiction. Even 
in areas where the co-operative structure at the 
intermediate level (i.e., DCCBs) was fairly strong, 
both the RRBs and DCCBs could function side by side 
without any clash of interest, since the credit gap, 
quantitative and qualitative, is so large. 
(5) The commercial banks operating in the commercial 
area progressively entrust their credit business to the 
RRBs and their branches. The RRB branches should be 
allowed to take up all the banking services such as 
remittance facility on their own and on an agency 
basis, on behalf of the sponsoring banks and other 
banks, consistence with needs of the area and the 
capacity of the branches personnel to render these 
services. 
(6) The jurisdiction of a RRB should be confined to one 
district, covering a population of 10 to 15 lakh people. 
The reasonable number of branches (per district) of 
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each RRB may be between 50-60 for the financial 
viability and managerial efficiency. 
(7) There should be a change in the composition of share 
capital. The share of sponsoring bank should be raised 
to 40 per cent. There should be local participation to 
the extent of 20 per cent. The share of the state 
government may be placed at 15 per cent and that of 
the Reserve Bank of India at 25 per cent. 
(8) The Board of RRB may consist of 8 members besides 
the Chairman. Out of 8 members, there may be two 
nominations by the sponsoring banks and 2 by RBI 
from amongst the local shareholders. In addition, the 
RBI may place one of its officers while the state 
government may put 2 officers specially dealing with 
the district development programme. 
(9) The first Chairman of RRB should be nominated by the 
sponsor bank for an initial period of 3 to 5 years. 
Subsequent appointment may be made by the Board of 
Directors of the concerning RRB with the concurrence 
of the RBI. In due course of time, suitable and 
competent persons will be available for appointment 
as chairman from within each RRB-itself. Besides the 
chairman, the RRB should have a senior officer of the 
rank of a General Manager to look after the banking 
operations and leave enough time to the chairman to 
attend to the task of building up the RRB. The branch 
should have initially two persons, viz., manager and 
cashier-cum-clerk. The technical needs of the branch 
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should be looked after by the technical team at the 
head office. 
(10) The RRBS are precluded from extending loans directly 
to large farmers. The committee felt that the RRB 
should cater predominantly to the needs of the weaker 
sections of rural clients, but at the same time other 
borrowers should not be excluded. At least 60 per cent 
of the loan, by the RRB, should be earmarked for the 
benefit of small farmers, rural artisans and other rural 
poor and on the remaining 40 per cent loans there 
should be a suitable ceiling on each individual loan. 
This is necessary so that the larger borrowers do not 
pre-empt the bulk of loan able funds of the RRBs and 
the RRBs retain their distinct mark as the bank of 
small man. 
(11) The RBI should take steps to bring about uniformity in 
the interest rate policy for all the credit institutions, 
co-operative and commercial catering to the 
requirements of the rural community. 
(12) The RRBs should have all the facilities which are 
available to the co-operative societies. The various 
relaxations and concessions made by the RBI to the 
RRBs are necessary at least for the first five years 
from the inception of RRB. The formula for refinance 
facility given to the RRBs, i.e., proportion oi the RRB 
deposits, RBIs refinance and the sponsoring banks' 
advances may be fixed at 15:50:35. 
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(13) Each cultivator should be issued a land pass-book in 
which the details of land held and rights therein are 
enumerated. This will help in identifying the small 
cultivators and avoiding overlapping in financing. 
(14) The committee emphasised the need for keeping the 
operational costs of RRBS at a low level. There should 
be a proper alignment in the emoluments received by 
the different categories of RRB staff with a view to 
avoiding any anomalies. 
Kamath Committee: 
The working group on multi-agency approach in 
agricultural financing was constituted in August 1976, 
under the chairmanship of Mr. C. E. Kamath. The 
committee submitted its report in April 1978. It made the 
following recommendations^: 
(1) The geographical demarcation rather than functional 
jurisdiction for each of the credit agencies is more 
appropriate. In view of the organisational 
potentiality, co-operative would have to play a 
primary role and commercial banks and RRBs have a 
supplementary role to play. 
(2) Until the co-operatives at the field level are placed on 
viable footing, the commercial banks and RRBs will 
have to supplement the credit disbursement of the 
A Cyclostyled copy of a Brief summary of some working groups/study teams appointed by the 
Government of India and Reserve Bank of India Relative to Rural Banking in India, National Institute 
of Bank Management, Bombay, 1983, PP, 16-18. 
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weak cooperatives and also finance to new rural 
development activities. 
(3) If necessary, the commercial banks and RRBs should 
lend directly to farmers in the area served by the 
primary co-operative credit societies without entering 
into competition with them. In areas covered by 
totally mismanaged or moribund societies, the 
commercial banks and RRBs should lend directly to 
farmers. However, efforts should be made to organise 
new societies in areas, where more than one 
commercial bank and RRB operate, they should 
mutually allocate villages between themselves to 
avoid competition. 
(4) The RRBs are to be preferred to commercial banks, as 
they are better suited to direct financing of farmers 
because of their lowest structural cost and rural ethos. 
The commercial banks would continue to extend 
refinancing facility to RRBs. The RRBs may be allowed 
to allocate a part of their resources for making 
advances to large and medium farmers as well. In 
areas where land development banks also provide 
farm-loans, the RRBs and commercial banks will 
extend term-loans on the same conditions as 
prescribed for short term loans; and 
(5) The future branch expansion of commercial banks and 
RRBs 'should be effectively regulated in such a manner 
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so as to prevent unnecessary multiplication of 
branches in rural and semi-urban areas. 
James Raj Committee: 
A committee was appointed by the Reserve Bank of 
India in June 1977, under the chairmanship of James S. Raj 
to examine the functioning of public sector banks. The 
committee submitted its report in mid 1978. The major 
recommendations of the committee and the RBI's views 
thereon are produced below^: 
1. The banks having a larger number of branches should 
not be allowed to expand beyond specified limits. The 
RBI, however, did not consider it feasible. 
2. The RRBs should open not only more branches in the 
rural areas but also gradually take over the existing 
rural branches of the commercial banks. In places 
where co-operatives are weak, RRBs / commercial 
banks may adopt primary co-operative societies. The 
RBI accepted the suggestion of granting priority to 
RRBs in matters of branch expansion in rural areas. 
3. Three new public Sector Banks should be set-up in the 
North-Eastern, Eastern and Central regions for 
removing the regional imbalances in banking. 
' Report of the committee of functioning of public sector banks, RBI, Bombay, 1978, PP. 74-83. 
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Baldev Singh Committee: 
The committee was formulated in February 1978 under 
the chairmanship of Shri Baldev Singh on simplification of 
application form and lending procedures for loan to 
agriculture and allied activities. The committee submitted 
its report in December 1978 with the following 
recommendations^: 
1. The committee suggested that the application forms 
for loans to agriculture and allied activities to be 
adopted uniformly by all the banks and made also 
available in all regional languages. The procedure for 
sanctioning the loans must be speedy, especially to 
the small farmers. The recommendations of the group 
cover documentation, margin money, security and 
other procedural requirements for the agricultural 
advances. 
2. The small farmers' window of the Reserve Banks 
should be increased from Rs. 2500 to Rs. 5000; and 
3. Agricultural pass-book incorporating the extracts of 
land records/non-encumbrance certificate should be 
issued expeditiously by the state Government. On the 
recommendations of the committee quick follow up 
action was initiated by the RBI. 
A Cyclostyled copy of a Brief summary of some working groups/study teams appointed by the 
Government of India and Reserve Bank of India Relative to Rural Banking in India, National Institute 
of Bank Management, Bombay, 1983, PP, 16-18. 
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B. Sivraman Committee: Vi- ,^.» 
/ o -^  >> 
In March 1979, the Reserve Bank^of India appointed as 
committee under the chairmanship of Shri B. Sivraman to 
review the Arrangements for the Institutional Credit for 
Agricultural and Rural Development (CRAFICARD). The 
committee submitted an interim report in November 1979 
while the final report submitted in March 1981 examined 
the role of RRBs in the rural credit system and made some 
observations. The important among them accepted by the 
government oi India for its far-reaching consequence are^: 
1. As these banks were more suitable for the rural 
development work, preference should be given to 
them with regard to licensing of branches in the rural 
areas. 
2. The Reserve Bank may take necessary steps to 
facilitate the transfer of eligible business of rural 
commercial bank branches to the RRBs when such 
proposals were presented. 
3. The losses in the initial years should be made good by 
the shareholders. 
4. The various facilities provided by the sponsor banks 
should continue for a period of 10 year; and 
5. A new apex bank, viz., the National Bank for 
agriculture and rural development (NABARD) should 
' Singh, R.P. and K. Satliees Babu, Performance and Prospects of Regional Rural Bank -An Appraisal, 
Kurukshetra, July 1996, P 24. 
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be set-up with a view to providing due attention, 
effective direction and pointed focus on the credit 
problems arising out of the integrated approach to 
rural development. The new bank was to take over 
from RBI the overseeing of the entire rural credit 
system, including statutory inspection of RRBs. 
RBI Study: 
In the meantime, the Reserve Bank in 1980 conducted 
a study on the viability of RRBs and found that the RRBs 
were capable of breaking even at an outstanding loan 
business of Rs. 8 crore with a margin of about five per cent 
between their average borrowings and lending rates. But 
the following factors were found to limit the RRB branches 
from being viable^: 
i. Location of branches at centres where business 
potential is limited. 
ii. Difficulty in expanding the volume of business due to 
keen competition from commercial banks and co-
operatives. 
iii. The target group, which is historically weak and non-
enterprising clientele. 
Kelkar Committee: 
The Government of India appointed a working group 
under the chairmanship of Shri. S. M. Kelkar in 1984. The 
' Singh, R p. and K. Satliees Babu, Performance and Prospects of Regional Rural Bank -An Appraisal, 
Kuriikslietra, July 1996, P. 24. 
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cominittee submitted its report in March 1987. The 
committee examir\ed the various aspects of RRBs and found 
out ways and means for strengthening their organisation 
structure and improving their overall capabilities^ The 
working group recommended the continuance of RBBs but 
no new RRBs should be opened. Government accepted the 
recommendation and since April 1987, no new RRBs have 
been opened. The other major recommendations of the 
working group accepted by the government are: 
1. Increasing the authorised share capital from Rs. 1 
crore to 5 crore and paid up share capital from Rs 25 
lakh to Rs. 100 lakh with a view to improving their 
viability. 
2. ^with effect from March 1, 1987, involvement of the 
RRBs in short term and non-schematic medium term 
loans should be 30 per cent and 20 per cent, 
respectively. 
3. Sponsor bank involvement in refinancing both the 
short-term and the non-schematic medium term loans 
should be 20 per cent while that of the NABARD 
would be 50 per cent of the short-term and 60 per cent 
for the non-schematic medium term loans. 
4. Interest rate charged on refinance by the sponsor bank 
was reduced from 8.5 per cent to 7 percent. 
' Pratiyogita Darpaii- General Studies on Indian Economy, Ed., 1999, P. 73. 
- Report on Currency and Finance, RBI Bulletin, 1986-87, PP. 190-191 
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5. Restriction, which required RRBs with a higher credit 
deposit ratio to bring down the ratio to 100 percent, 
has been removed. RRBs are now eligible for the 
schematic refinance on the same terms and conditions 
as applicable to the commercial banks. 
6. Sponsor banks should, on behalf of RRBs invest in the 
Government securities out of the deposits kept by 
them in their current accounts for the SLR 
requirements, so as to give them higher rates of return 
on such deposits. 
7. While the restriction on lending by RRBs to non-target 
group may continue, they should be allowed to 
provide credit to select institutions such as schedule 
caste/schedule tribe corporations, local bodies, 
housing boards, etc. 
8. For better supervision and control of branches it 
would be desirable to restrict the coverage of RRBs to 
two districts. At the same time it would also be 
advisable to merge small and uneconomic RRBs. 
Khusro Committee: 
Considering the serious organisational problems that 
are built into the RRBs, the Agriculture Credit Review 
Committee in 1989 under the chairmanship of Dr. A.M. 
Khusro recommended the merger of RRBs with their 
sponsor banks. These critical deficiencies related to the 
steep decline in profitability, poor recoveries and problems 
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relating to management and staff. The committee observed 
that the insistence on lending exclusively to weaker 
sections with low interest rate margins, lack of cross 
subsidisation possibilities and high operating cost of 
handling small loans were the major reasons for the erosion 
of profitability of RRBs. The recovery performance was also 
found to be abysmally low, leading to the chocking out of 
the credit-recycling channel. Wilful defaults, misuse of 
loans, lack of follow- up, wrong identification of 
beneficiaries, advancing benami loans, and employees' 
unrest were also rampant. The committee unequivocally 
expressed that the logic and rationale, which justified or 
perhaps even necessitated the setting up o[ RRBs do no 
longer exist. The Khusro committee recommended that the 
RRBs would stand abolished as legal enti t ies^ 
Narasimham Committee: 
The government of India constituted a 9-member 
committee under the chairmanship of Shri M. Narasimham 
on August 14, 1991 for making recommendations on the 
existing financial system and to give suggestions for 
improving the existing structure. The committee submitted 
its report to the Finance Minister in November 1991, which 
was placed on the table of parliament on December 17, 
1991-. The salient recommendations in respect of RRBs are-^: 
' Snigli, R.P. and K. Satliees Babu, Performance and Prospects of Regional Rural Bank -An Appraisal, 
Kunikshetra, July 1996, P. 24. 
- Pratiyogit Darpan Ed., 1999, P. 74. 
' Dhingra, I.C, Rural Banking in India Sultan Chand and Sons, New Delhi, PP. 241-242. 
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1. Each public sector bank should set-up one or more 
rural banking subsidiaries, depending on the size and 
administrative convenience of each sponsor bank, to 
take over all its rural branches and, wherever 
appropriate, swap its rural branches with those of the 
other banks. 
2. Such rural banking subsidiaries should be treated at 
par with the RRBs in regard to the Cash Reserve Ratio 
/ Statutory Liquidity Ratio requirements and 
refinance facilities for the NABARD and sponsor 
banks. 
3. While RRBs should be allowed to engage in all the 
types of banking business, their focus should continue 
to be to lend to the target groups to maintain at a 
minimum the present level of their lending to these 
groups. 
4. The interest rate structure of the RRBs should be in 
line with those of the commercial banks. 
5. Option should be left open to the RRBs and their 
sponsor bank as to whether the RRBs should retain 
their identity or whether / both the sponsor banks 
and the RRBs wish to do so, they could be merged 
with the sponsor banks and the sponsor banks in such 
cases should take them over as 100 per cent 
subsidiaries. 
6. For those RRBs that retain their identity and where 
viability would need to be improved, these banks 
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could place the amounts stipulated and SLR as 
deposits with the NABARD, instead of investing in 
government bonds. 
Bhandari Committee: 
The committee submitted its report in 1994 and 
advocated that the professionals and not politicians to be 
nominated to the boards, the directors on these boards, be 
at least of the status of chairman of a sponsoring bank or 
any RRBs and surplus funds to be parked in the Unit Trust 
of India (UTI) schemes, fixed deposits in profit making 
term lending institutions, bonds of nationalised banks 
approved by the credit rating agencies, bonds of profit 
making Public Sector Units (PSUs) and the NCDs of blue-
chip companies. Further, the committee was of the view 
that the RRBs be allowed access to the credit portfolio of 
sponsoring banks and raising of paid up capital of each 
RRBs to Rs. 1 crore by March 1995i. 
Growth and Development of RRBs: 
The non-conducive att i tude of the co-operative and 
commercial banks towards weaker sections of the rural 
societies gave the birth of RRBs. The rationale of setting-up 
of RRBs, as one can visualise, is to generate a self-
sustaining process of development in the rural areas by 
mobilising the rural savings for the purpose of feeding 
credit requirements especially of the weaker section of 
' Ravishankar, A. and Dr. P.G. Chengappa, "Regional Rural Banks at the Crossroads - Kunikshetra, 
July 1996, P. 15. 
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rural population. To achieve this it was necessary that 
RRBs network must be expanded in every nook and corner 
of rural areas. In this direction, Government of India and 
RBI appointed the number of committees and working 
groups from time to time to suggest measures to make 
RRBs' working more efficient and effective for their healthy 
growth. 
The pace of setting up more and more of such banks in 
comparatively under-banked areas picked up the desired 
momentum. Table 2.2 depicted the year-wise growth of 
RRBs in terms of number of RRBs established, coverage of 
district, and number of branches since their inception. 
Expansion of the Coverage of Banks: 
As shown in table 2.2, a phenomenal growth has been 
witnessed in the first year of establishment of RRBs. In the 
initial year, the paucity in number may be explained in 
terms of the fact that it was experimental year and the 
Ordinance of 1975 was promulgated on September 26, 1976. 
But in 1976, 34 RRBs were established with the coverage of 
84 districts. There was, however, perceptible decline in 
1977, when only 8 banks were established. This pace was 
continued in the following two years when only 3 and 9 
RRBs were established in the year 1978 and 1979, 
respectively. This, indeed, was due to the reason that some 
doubt about their exact rate, method, and procedure of 
functioning was uncertain. When Dantwala committee 
submitted its report and put an end the uncertainly of RRBs 
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and concluded that the RRBs have demonstrated their 
ability to serve the intended purpose and that the RRBs 
should become an integral part of the rural credit structure. 
Table: 2.2 
Year-Wise Growth in the Network of RRBs 
Year 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
No. of 
RRBs 
6 
40 
48 
51 
60 
85 
107 
124 
150 
173 
188 
194 
196 
196 
196 
196 
196 
196 
196 
196 
196 
196 
196 
196 
196 
196 
196 
No. of RRBs 
setup during 
the year 
6 
34 
8 
3 
9 
15 
22 
17 
26 
23 
15 
6 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
Coverage 
of 
districts 
12 
84 
99 
102 
111 
144 
182 
214 
265 
307 
333 
351 
363 
369 
369 
372 
381 
392 
398 
408 
425 
427 
427 
451 
484 
484 
500 
Total 
No. of 
Branches 
17 
489 
1187 
1753 
2420 
3279 
4795 
6191 
7795 
10245 
12606 
12838 
13353 
13920 
14079 
14443 
14527 
14539 
14543 
14542 
14509 
14497 
14461 
14475 
14499 
14301 
14313 
Percent 
growth 
in 
branches 
-
-
142.74 
47.68 
38.04 
35.49 
46.23 
29.11 
26.90 
31.43 
23.04 
1.84 
4.01 
4.24 
1.14 
2.58 
0.58 
0.08 
0.02 
-0.0068 
-0.22 
-0.08 
-0.24 
0.09 
0.16 
-1.36 
0.06 
Average 
No. of 
Branches 
per RRBs 
3 
12 
25 
34 
40 
39 
45 
50 
52 
59 
67 
66 
68 
71 
72 
74 
74 
74 
74 
74 
74 
74 
74 
74 
74 
73 
73 
Source: Compiled by the Research Scholar from varnuis magazines 
and hank reports of different issties. 
The commit tee also r ecommended that the coun t ry 
s h o u l d have about 170 RRBs cover ing abou t 270 d is t r ic t s by 
the end of 1985. Consequent ly , there was a sha rp rise in the 
n u m b e r of RRBs in the coming years . On an ave rage 20 
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banks were added every year during the period, 1980-1985. 
The pace of growth of RRBs may be considered as an 
impressive one. The target of 170 banks set by the review 
committee for 1985, was crossed by 31 = ' December 1984 
when 173 banks covering 333 districts were operating. 
However, in 1986 and 1987 only 6 and 2 RRBs, respectively, 
were added due to the reason that the maximum RRBs were 
not in viable position. Since April 1987 no RRBs could be 
opened because of unavailability of new licences 
sanctioned by the RBI on the recommendations of the 
Kelkar committee. Therefore, there were only 196 RRBs 
operating in 500 districts of India by the end of 31 = ' March 
2001. 
Branch-Wise Growth: 
Keeping in view the objective of taking the banking 
services to the doorsteps of rural masses, particularly in 
hitherto un-banked rural area and making available 
insti tutional credit to the weaker sections of the society, 
the branch-wise growth till 1985 was all the more 
impressive. The number of branches in the initial year were 
17 which shot-up by 489 in 1976, thereafter, it rose to 1187 
with a rise of 142.74 percent in 1977 with record growth as 
shown in table 2.2. The lowest growth percent during this 
period was observed as 23.04 percent and the average 
growth from 1977 to 1985 was recorded as 46.74 percent. 
The expansion of branches shows a continuous and record 
growth till 1985 and afterwards it declined since out of 195 
RRBs, 146 were sustaining losses till 1986. In the year 1986, 
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the growth percent recorded only 1.84 percent. It was a 
very surprising decline. In addition, in the year 1987, the 
RBI had frozen the issue of licenses to open new RRBs. The 
impact of stoppage of issue of licenses could be seen as the 
branch expansion declined sharply afterwards. The growth 
in percentage term recorded even negative trend from 1994 
to 1997 with a maximum of -0.24 percent. In the year 1998, 
soine new branches were opened but in the year 2000 again 
some branches were closed and the growth again recorded 
the negative trend of 1.36 percent. Therefore, it may be 
inferred from such a trend that the branch-wise growth 
since 1986 has not been satisfactorily even though the RBI 
at t r ibuted the liberal policies towards the branch expansion 
of RRBs. 
The growth of branches per RRBs has showed an 
increasing trend in the period under review. It increases 
from 3 in 1975 to 73 in 2001. In keeping with the 
recommendations of Dantwala committee, the reasonable 
number of branches (per district) of each RRB should be 50-
60 from the angle of financial viability and managerial 
efficiency, achieved in the year 1985 with the average 
branches per RRBs increased to 67. It also fulfilled the 
recommendations of the study report of RBI, which 
suggested that there should be 70 branches per RRB to cater 
the requirement of rural masses, and for adhering the 
viability status. 
65 
State-Wise Growth of RRBs: 
Table 2.3 depicted the state-wise growth of RRBs. 
Initially, five RRBs were established, one each in the state 
of Haryana, Rajasthan, West Bengal and two in Uttar 
Pradesh. Andhra Pradesh, Assam, Himachal Pradesh, 
Kerala, Jammu & Kashmir, Madhya Pradesh, Maharashtra, 
Orissa and Bihar were covered by the RRBs network during 
the year 1976. A humble start was made in Tamil Nadu in 
the year 1977, Gujarat in 1979 and Manipur in 1981. In 
Meghalaya first RRBs was established in the year 1982 and 
in Nagaland and Punjab in the year 1983. Thus, in a very 
short span of time the RRBs network has been spread in 
almost entire country. 
Comparatively highest number of RRBs (40 amounting 
to 20.41 per cent) is operating in Uttar Pradesh. The next is 
Madhya Pradesh having 24 RRBs (12.24 per cent), Bihar 22 
(11.23 per cent), Andhra Pradesh 16 (8.16 per cent) and 
Rajasthan 14 (7.15 per cent). As Uttar Pradesh had emerged 
as a leading state because it is one of the largest populace 
states and also agriculturally strong where majority of the 
farmers are small and marginal. In Madhya Pradesh and 
Bihar large number of schedule caste and schedule tribes 
are residing and Rajasthan's average rainfall has always 
been much, below the desired level as compared to other 
states. Therefore, it may be concluded that the RRBs 
established on large scale in those states where they are 
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n e e d e d the most there is no s ta te -wise imbalance in the 
g r o w t h and deve lopmen t of the RRBs. 
Table: 2.3. 
Stale-Wise / Region-Wise Growth of RRBs. 
S . N o . Name of the Sta le /RRBs D a t e of 
E s t a b l i s h m e n t 
T o t a l N o . of 
RRBs in e a c h 
S t a l e / R e g i o n 
P e r c e n t a g 
e s h a r e of 
RRBs in 
e a c h 
s t a t e / R e g 
i o n 
H a r y a n a Ksh . G r a m i n 
Bank 
G u r g a o n G r a m i n Bank 
H i s s a r - S i r s a K s h . 
G r a m i n Bank 
A m b a l a Ksh . G r a m i n 
Bank 
H a r y a n a 
02 .10 .75 
28.03.76 
02 .10 .84 
18.01.85 
2.04 
H i m a c h a l G r a m i n Bank 
F a r v a t i y a G r a m i n Bank 
23.12 .76 
02 .11 .85 
H i m a c h a l P r a d e s h 1.02 
7. 
8. 
9. 
J a m m u R u r a l Bank 
E U a q u i D e h a t i Bank 
K a m r a z Rura l Bank 
12.03.76 
16.07.79 
16.06.81 
J a m m u & K a s h m i r 1.53 
10. 
1 1 . 
12. 
13 . 
14. 
S h i v a l i k Ksh . G r a m i n 
Bank 
K a p u r t h a l a F e r o z p u r 
K s h . G r a m i n b a n k 
G u r d a s p u r A m r i t s a r 
K s h . G r a m i n Bank 
M a l w a G r a m i n Bank 
F a r i d k o t - B h a t i n d a Ksh . 
G r a m i n Bank 
31 .03 .83 
30 .03 .83 
30 .03 .83 
27 .03 .86 
22 .03 .86 
P u n j a b 2.55 
15. 
16. 
17. 
18. 
19. 
20. 
2 1 . 
22 . 
23. 
24. 
25. 
26. 
27. 
28. 
J a i p u r N a g a u r A n c h . 
G r a m i n Bank 
M a r w a r G r a m i n Bank 
Shekha^va t i G r a m i n 
Bank 
M a r u d h a r Ksh . G r a m i n 
Bank 
A h v a r - B h a r a t p u r Anch . 
G r a m i n Bank 
A r a v a l i Ksh . G r a m i n 
Bank 
H a d o t i Ksh . G r a m i n 
Bank 
M e u ' a r A n c h . G r a m i n 
Bank 
T h a r Anch G r a m i n Bank 
B u n d i - C h i t t o r g a r m Ksh . 
G r a m i n Bank 
B h i l w a r a Ajmer Ksh . 
G r a m i n Bank 
D u n g a r p u r B a n s w a r a 
Ksh . G r a m i n Bank 
S r i g a n g a n a g a r Ksh . 
G r a m i n Bank 
B i k a n e r Ksh . G r a m i n 
Bank 
02 .10 .75 
06.09.76 
07 .10 .76 
29 .03 .79 
28.0281 
02 .10 .81 
14.10.82 
25 .01 .83 
31 .01 .83 
23.03.84 
24.03.84 
25.03.84 
31 .03 .84 
31 .03 .85 
14 7,15 
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Rajasthan 
Northern Region 28 14.29 
29. Arunachal Pradesh 
Rural Bank 
Arunachal Pradesh 
30,11.83 
.51 
30. 
31. 
32. 
33. 
34 . 
Pragiyotish Ganolia 
Lakhimi Gaonlia Bank 
Cachar Gramin Bank 
Langpi. Dehangi Rural 
Bank 
Subansir i Gaonlia Bank 
06.07.76 
29.06.80 
31.03.81 
27.01.82 
30 .03 .82 
Assam 2.55 
35 . Manipur Rural Bank 28.12.81 
Mani p u i .51 
36. Khasi Jaintia Rural Ksh. 
Bank 
29.12.81 
Meghalaya .51 
3 7 . Mizoram Rural Bank 27.09.83 
Mizoram .51 
38 . Naealand Rural Bank 30.03.83 
Nagalaiid .51 
39 . Tripura Grannin Bank 21.12.76 
Tripur .51 
40 . 
41. 
42. 
43. 
44. 
45. 
46. 
47. 
48. 
49. 
50. 
51 
52. 
53. 
54. 
55. 
56. 
57. 
58 . 
59. 
60. 
61. 
Bhojpur Rohtas Gramin 
Bank 
Champaran Gramin 
Bank 
Magadh Gramin Bank 
Kosi Ksh. Gramin Bank 
Vaishali Ksh. Gramin 
Bank 
Monghyr Ksh. Gramin 
Bank 
Santhal Parganas 
Gramin Bank 
Madhubani Ksh. Gramin 
Bank 
Nalanda Gramin Bank 
Singhbhum Ksh. 
GraminBank 
Mithila Ksh. Gramin 
Bank 
Samast ipur Ksh. Gramin 
Bank 
Palamau Ksh. Gramin 
Bank. 
Ranchi Ksh. Gramin 
Bank 
Gopalganj Ksh. Gramin 
Bank 
Saran Ksh. Gramin Bank 
Siwan Ksh. Gramin 
Bank 
Giridhi Ksh. Gramin 
Bank 
Hazaribagh Ksh. 
Gramin Bank 
Pata l iputra Gramin 
Bank 
Bhagalpur-Banka Ksh. 
Gramin Bank 
Begusaria Ksh. Gramin 
Bank 
26.12.76 
21.03.76 
10.11.76 
23.12.76 
10.03.77 
12.03.77 
30.03.79 
31.03.79 
31.03.79 
31.03.80 
14.03.80 
12.05.80 
12.05.80 
12.06.80 
27.03.81 
28.03.81 
31.03.81 
30.06.84 
19.11.84 
27.11.84 
22.03.84 
23 .03 .85 
Bihar 22 11.23 
62. Puri Gramin Bank 
63. Bolangir Anch. Gramin 
Bank 
64. Cuttack Gramin Bank 
65. Koraput Panchbati 
25.02.76 
10.04.76 
11.10.76 
13.11.76 
Gramin Bank 
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66 . 
67. 
68 . 
69 . 
70. 
G r a m i n Bank 
K a l a h a n d i Anch . 
G r a m i n Bank 
B a i t a r a n i Gra in in Bank 
B a l a s o r e G r a m i n Bank 
R u s h i k u l y a G r a m i n 
Bank 
D e h e n k a n a l G r a m i n 
Bank 
26.05 .80 
23.06.80 
06.08.80 
14.02.81 
12.08.81 
O r i s s a 4.59 
7 1 . 
72 . 
7 3 . 
74. 
75 . 
76 . 
77. 
7 8 . 
79 . 
G a u r G r a ni m Bank 
M a l l a h h u m G r a m i n 
Bank 
M a y u r a k s h i G r a m i n 
Bank 
U t t a r Banga Ksh . 
G r a m i n Bank 
N a d i a G r a m i n Bank 
S a g a r Gran i i n Bank 
B a r d h a m a n G r a m i n 
Bank 
H o w r a h G r a m i n Bank 
M u r s h i d a b a b G r a m i n 
Bank 
Wes t Benga l 
02.10.76 
09.04.76 
16.08.76 
07.03.77 
27.08.80 
24.09.80 
25.11.80 
12.06.82 
11.11.84 
4.59 
E a s t e r n Reg ion 40 20.41 
8 0 . 
8 1 . 
8 2 . 
8 3 . 
8 4 . 
8 5 . 
8 6 . 
8 7 . 
8 8 . 
8 9 . 
9 0 . 
9 1 . 
9 2 . 
9 3 , 
9 4 . 
9 5 
9 6 . 
9 7 . 
9 8 
9 9 . 
100. 
101 , 
102. 
103 . 
K s h e t r i v a G r a m i n Bank 
H 0 s h a n g a b a d 
B i l a s p u r R a i p u r Ksh . 
G r a m i n Bank 
Rewa S i d h i G r a m i n 
Bank 
B u n d e l k h a n d Ksh . 
G r a m i n Bank 
S h a r d a G r a m i n Bank 
S u r g u ] a Ksh. G r a m i n 
Bank 
Bas t a r Ksh . G r a m i n 
Bank 
D u r g - R a h n a n d g a 0 n 
G r a m i n Bank 
J h a d u a Khar Ksh . 
G r a m i n Bank 
R a i g a r h Ksh . G r a m i n 
Bank 
S ]u V p Li r i G u n a Ksh . 
G r a ni i n Bank 
D a m o h - P a n n a - S a g a r 
Ksh . G r a m i n Bank 
Dexva -Sha japu r Ksh, 
G r a m i n Bank 
N i m a r Ksh . G r a m i n 
Bank 
M a n d l a - B a l a g h a t Ksh. 
G r a m i n Bank 
C h h 1 n d \v a r a - S e o r e Ksh . 
G r a m i n Bank 
R a j g a r h - S e h o r e Ksh. 
G r a m i n Bank 
S h o h d o l Ksh. G rani in 
Bank 
R a t l a m - M a n d s a u r Ksh . 
G r a m i n Bank 
C h a m b a 1 Ksh . G r a m i n 
Bank 
M a h a k a u s h a l Ksh . 
G r a n"i i n Bank 
Ind o r e -U j j a in Ksh . 
G r a m i n Bank 
20.01.76 
20.10.76 
20.12.76 
26.03,79 
31 .03 .79 
24.10.79 
15.12.79 
12.03.80 
20.06.80 
31 .01 .81 
28.03.82 
30 .03 .81 
30.03.82 
26.06.82 
14.11.82 
20.01,83 
23.03.83 
23.06.83 
14.11.83 
11.02.84 
01,04.84 
19,11,84 
19.09,85 
31 ,03 ,86 
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G^\ ' a l io r -Da tua Ksh . 
G r a m i n Bank 
V i d i s h a - B h o p a l Ksh . 
G r a m i n Bank 
M a d h y a P r a d e s h 12.24 
104 . 
1 0 5 . 
106. 
107 . 
108 . 
109. 
110 . 
1 1 1 . 
112 . 
1 1 3 . 
114. 
115 . 
116. 
117 . 
1 1 8 . 
119. 
120. 
1 2 1 . 
122. 
123 . 
124. 
125 . 
126. 
127. 
128. 
129. 
130. 
1 3 1 . 
132. 
133 . 
134. 
135 . 
136. 
137. 
138. 
139. 
140. 
141 . 
142. 
143 . 
P r a t h a m a Bank 
G o r a k h p u r K s h . G r a m i n 
Bank 
S a m y u t Ksh . G r a m i n 
Bank 
B a r a b a n k i G r a m i n Bank 
R a e b a r e l i Ksh . G r a m i n 
Bank 
F a r u k h a b a d G r a m i n 
Bank 
B h a g i r a t h G r a m i n Bank 
Bal l ia Ksh . G r a m i n 
Bank 
S u l t a n p u r Ksh . G r a m i n 
Bank 
A v a d h G r a m i n Bank 
Kan p u r Ksh . G r a m i n 
Bank 
S r a v a s t i G r a m i n Bank 
E t a w a h Ksh . G r a m i n 
Bank 
Ki san G r a m i n Bank 
K s h e t r i y a Kisan G r a m i n 
Bank 
K a s h i G r a m i n Bank 
Bast i G r a m i n Bank 
A l l a h a b a d Ksh . G r a m i n 
Bank 
P r a t a p g a r h Ksh . G r a m i n 
Bank 
F a i z a b a d Ksh, G r a m i n 
Bank 
F a t e h p u r Ksh . G r a m i n 
Bank 
Bare i l l y Ksh . G r a m i n 
Bank 
Devi P a t a n Ksh . G r a m i n 
Bank 
A l i g a r h Ksh . G r a m i n 
Bank 
T u l s i G r a m i n Bank 
E tah G r a m i n Bank 
G o m t i G r a m i n Bnak 
C h h a t r a s a l G r a m i n Bank 
R a m L a k s h m i Bai Ksh . 
G r a m i n Bank 
V i d u r G r a m i n Bank 
S h a h j a h a n p u r Ksh . 
G r a m i n Bank 
N a i n i t a l A l m o r e Ksh . 
G r a m i n Bank 
V1 n d h y a V a s 1 n 1 G r a m i n 
Bank 
S a r a r y u G r a m i n Bank 
J a m u n a G r a m i n Bank 
M u z a f f a r n a g a r Ksh . 
G r a m i n Bank 
P i t h o r a g a r h Ksh . 
G r a m i n Bank 
G a n g a Y u m u n a G r a m i n 
Bank 
A l a k n a n d a G r a m i n b a n k 
H i n d on G r a m i n Bank 
U t t a r P r a d e s h 
02 .10 .75 
02 .10 .75 
06 .01 .76 
27 .03 .76 
29.03.76 
29 .03 .76 
19.09.76 
25 .12 .76 
08 .02 .77 
07 .06 .77 
27 .02 .80 
04.03.80 
18.02.80 
19.05.80 
20 .05 .80 
28.07.80 
01 .08 .80 
23 .08 .80 
25.08.80 
05.09.80 
06.09.80 
27.09.80 
17.01.81 
22 .03 .81 
23 .09 .81 
29 .03 .81 
30 .03 .81 
30 .03 .82 
31 .03 .82 
18.01.83 
24 .03 .83 
26 .03 .83 
30 .03 .83 
29 .08 .83 
02 .12 ,83 
27 .07 .84 
27 .03 .85 
29 .03 .85 
31 .08 .85 
28 .03 .87 
40 20.41 
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C e n t r a l Ree ion 64 32.65 
144. 
145 . 
146. 
147 . 
148. 
149. 
150. 
1 5 1 . 
152. 
Ku tch G r a m i n Bank 
J am n a g a r G r a m i n Bank 
B a n a s k a n t h a M e h s a n a 
G r a m i n Bank 
P a n c h m a h a l G r a m i n 
Bank 
S u r e n d r a n a g a r 
B h a v n a g a r G r a m i n Bank 
V a l s a d - D a n g s G r a m i n 
b a n k 
S u r a t - B h a r u c h G r a m i n 
Bank 
S a b a r k a n t h a -
G a n d h i n a g a r G r a m i n 
Bank 
J u n a g a d h - A m r e l i Gr . 
Bank 
Gu2_arat 
26 .12.78 
26.12.78 
29 .11 .81 
30 .03 .82 
15.12.83 
23.02.84 
28 .02 .84 
09.08.84 
02 .11 .84 
4.59 
153 . 
154 . 
155 . 
156. 
157 . 
158. 
159 . 
160. 
1 6 1 . 
162 . 
M a r a t h w a d a G r a m i n 
Bank 
A u r a n g a b a d - J a l a n 
G r a m i n Bank 
C h a n d r a p u r - G a d c h i r o l i 
G r a m i n Bank 
Aloka G r a m i n Bank 
R a t n a g i r i S i n d h u d u r g 
G r a m i n Bank 
S o l a p u r G r a m i n Bank 
B h a d a r a G r a m i n Bank 
Y a v t m a l G r a m i n Bank 
B u l d h a n a G r a m i n Bank 
T h a n e G r a m i n Bank 
M a h a r a s h t r a 
26 .08 .76 
07 .12 .82 
04 .02 .83 
16,10.83 
19.11.83 
21 .01 .83 
06 .02 .84 
29 .01 .85 
17.10.85 
30 .03 .86 
10 5.11 
W e s t e r n Reg ion 19 9.70 
163 . 
164. 
165 . 
166. 
167. 
168. 
169. 
170. 
1 7 1 . 
172 . 
173 . 
174. 
175 . 
176. 
177 . 
178. 
N a g a r j u n a G r a m i n Bank 
R a y a l e s s a m G r a m i n 
Bank 
Sri V i s a k h a G r a m i n 
Bank 
Sri A n a n t h a G r a m i n 
Bank 
Shr i Venke t e sh^va ra 
G r a m i n Bank 
Sri Saras^vat i G r a m i n 
Bank 
S a n g a m e s h w r a G r a m i n 
Bank 
Man j i r a G r a m i n Bank 
P a i n a k m i G r a m i n Bank 
K a k a t h i v a G r a m i n Bank 
C h a i t a n v a G r a m i n Bank 
Shr i S a t h a v a h a n a 
G r a m i n Bank 
G o l c o n d a G r a m i n Bank 
S r i r a m a G r a m i n Bank 
K a n a k a d u r g a G r a m i n 
Bnak 
G o d a v a r i Gramiin Bank 
A n d h r a P r a d e s h 
30 .04 .76 
06 .08 .76 
30 .09 .76 
01 .11 .79 
22 .03 .81 
30 .03 .82 
31 .03 .82 
31 .03 .82 
11.06.82 
26 .06 .82 
25 .03 .83 
28 .03 .83 
15 .02 .85 
21 .02 .85 
28 .03 .86 
11.04.87 
16 8.16 
179. T11 n g a b h a d r a G r a m i n 
Bank 
180. M a l a p r a b h a G r a m i n 
1 8 1 . B a n k ^ 
182. C a u v e r y G r a m i n Bank 
183 . K r i s h a n G r a m i n Bank 
184. C h i t r a d u r g a G r a m i n 
185 . Bank 
186. K a I p a t h a r u G r a m i n 
25 .01 .76 
16.08.76 
02 .10 .76 
01 .12 .78 
05 .08 .81 
31 .03 .82 
16.02.83 
31 .13 .83 
Bank 
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187. 
188. 
189. 
190. 
1 9 1 . 
192. 
193 . 
194. 
195 . 
196. 
Bank 
K o l a r G r a m m Bank 
B i j a p u r G r a m i n Bank 
C h i c k m a g a l u r - K o d a g u 
G r a m i n Bank 
S a h y a d r i G r a m i n Bank 
N e t r a v a t i G r a m i n Bank 
V a r a d a G r a m i n Bank 
V i V e s h w a r a V a G r a m i n 
Bank 
K a r n a t a k a 
S o u t h M a l a b a r G r a m i n 
Bank 
N o r t h M a l a b a r G r a m i n 
Bank 
K e r a l a 
P a n d V a n G r a m i n Bank 
A d h 1 y a m a n G r a m i n 
B a n k ' 
V a l l a l a r G r a m i n Bank 
T a m i l N a d u 
S o u t h e r n Reg ion 
All I n d i a 
28 .04 ,84 
06.09.84 
11.10.84 
12.10.84 
27 .03 .85 
11.12.76 
12.12.76 
09 .03 .77 
27 .12 .85 
19.06.86 
13 
13 
3 
3 4 
1 9 6 
6.63 
1.02 
1.53 
17.04 
100 
Source: Compiled by the Research Scholar from Various years' key 
statistics of RRBs, NABARD, Mumbai. 
Region-wise, maximum RRBs (64, i.e., 32.65 per cent) are 
si tuated in UP and MP, which constitute the central region, 
followed by the Easter Region with 20.41 percent and 
Southern Region with 17.34%. In terms of region-wise it 
may be said that there is also no disparity in the 
development of RRBs. 
Sponsoring Bank-Wise Distribution of RRBs: 
The first five RRBs were sponsored by the five 
commercial banks viz.. Syndicate Bank, State Bank of India, 
Punjab National Bank, United Commercial Bank and United 
Bank of India. At present there are 28 commercial banks 
sponsoring 196 RRBs. Of these 28 commercial banks except 
the bank of Rajasthan Limited, Jammu and Kashmir Bank 
Limited and the U.P. State Co-operative Bank Limited are 
all schedule commercial banks. Table 2.3 is depicting a 
comparative picture of the sponsoring banks of RRBs in 
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Table: 2.4. 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
Sponsor ing Bank-Wise Dis tr ibut ion of RRB 
Sponsor Bank 
Allahabad Bank 
A n d h r a Bank 
Bank of Baroda 
Bank of India 
Bank of Maha ra sh t r a 
Bank of Rajasthan 
Cen t ra l Bank of India 
Canara Bank 
Corpo ra t i on Bank 
Dena Bank 
Ind ian Overseas Bank 
Ind ian Bank 
Jammu & Kashmir Bank 
Punjab & Sindh Bank 
Punjab Na t iona l Bank 
State Bank of Bikaner and Ja ipur 
State Bank of H y d e r a b a d 
State Bank of Ind ia 
State Bank of Indore 
State Bank of Mysore 
State Bank of Pat ia la 
Sta te Bank of S a u r a s h t r a 
Synd ica te Bank 
Uni ted Bank of Ind ia 
UCO Bank 
U.P. State Co-opera t ive Bank 
Union Banks of India 
Vijaya Bank | 
No. of 
RRBs 
covered 
07 
03 
19 
15 
03 
01 
23 
08 
01 
04 
03 
04 
02 
01 
19 
03 
04 
30 
01 
02 
01 
03 
10 
11 
11 
01 
04 
01 
s. 
% 
Share 
3.52 
1.53 
9.70 
8.16 
1.53 
0.51 
11.73 
4.00 
0.51 
2.04 
1.53 
2.04 
1.02 
0.51 
9.70 
1.53 
2.04 
15.31 
0.51 
1.02 
0.51 
1.53 
5.11 
5.61 
5.61 
0.51 
2.04 
0.51 
Source: Compiled by the Research Scholar from key statistics of 
RRBS from 1991-2001. 
India. Among the schedule commercial banks, state banks 
of India had the highest share sponsoring, viz., 30 RRBs 
(15.31 per cent) followed by the Central Bank of India 
having 23 (11.73 per cent) and Punjab National Bank and 
Bank of Baroda having 19 each (9.70 per cent). The State 
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Bank of India, Central Bank of India and Punjab National 
Bank were sponsoring the RRBs since their inception. The 
Syndicate Bank and United Bank of India were also 
included in this list whereas the Indian Bank and the co-
operative bank were sponsoring the RRBs since the year 
1981 and 1984, respectively. The year of other schedule 
bank to sponsor the RRBs is not available here in the case 
of non-schedule commercial banks. Banks of Rajasthan and 
the Jammu & Kashmir Bank first sponsored the RRBs in the 
year 1976, thereafter, the U.P. State Co-operative Bank 
started to sponsor RRBs in June 1980. At present, the Bank 
of Rajasthan and U.P. State Co-operative Bank were 
sponsoring one each while the Jammu and Kashmir Bank 
was sponsoring two RRBs. 
Conclusion: 
In nutshell, an effort of setting-up of financial 
insti tution system for agricultural and rural development 
commenced on large scale since the advent of 
independence. Emergence of RRBs is the outcome of these 
efforts when it was found that the co-operative and the 
commercial banks are not sufficient to meet the credit 
requirements of all the sections of the rural society. The 
main objective of the RRBs as has been postulated by the 
Narasimham committee appointed by the Government of 
India is to provide the credit facilities to small and 
marginal farmers agricultural labourer, rural artisans and 
small entrepreneurs. To achieve this objective the RRBs are 
to confine their lending only to weaker sections. The 
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jurisdiction of each RRB is within the specified districts in 
the state and they have a compact area of separation with 
homogeneity in the agro-climatic conditions and rural 
clientele. Each RRB is sponsored by the commercial banks 
and the management and staffing pattern of RRBs is space-
bound that provides employment opportunit ies to the local 
people and it presents a low-cost operation as compared to 
the high-cost structure of the commercial banks. 
There were a number of committees evaluating the 
performance of RRBs and recommending measures in the 
light of emerging situations. The Dantwala committee set-
up by the Reserve Bank of India in 1977 praised the 
performance of RRBs and recommended their expansion 
particularly in the non-credit banks' areas. The next 
committee was appointed under the chairmanship of Mr. 
C.E. Kamath, the important recommendation was made in 
respect of the commercial banks and RRBs that they should 
lend directly to farmers in the area served by the primary 
co-operative credit societies without entering into 
competition with them. Other important committee was the 
agricultural credit review committee, which submitted its 
report in 1989. According to it, the rural credit system had 
developed a wide area / range of malfunctioning and that 
the financial viability of a large number of RRBs had 
seriously been eroded and their capability to provide credit 
to the target groups had been badly impaired. The 
committee headed by A.M. Khusro went to the extent oi 
suggesting that the RRBs had no place in the country's 
rural credit system in future and that they should be 
merged with their sponsoring banks. Though, the 
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Narasimham committee in 1991 suggested a different 
solution in the form that the sponsor banks should 
segregate the operations of their rural branches through the 
formation of one or more subsidiaries, which should be 
treated at par with the RRBs in regard to cash reserve and 
statutory liquidity requirements and refinance facilities 
from NABARD to improve the viability of rural operations. 
Apart from this, the Bhandari committee suggested in 1994 
that the surplus funds to be parked in UTI schemes, fixed 
deposits, in profit making term lending insti tutions, bonds 
of nationalised banks approved by the credit rating 
agencies, and bonds of profit making public sector units. 
The government of India and the RBI give much 
emphasis on the growth and development of RRBs so that 
they can reach each and every nook and corner of the rural 
areas. The RRBs themselves and their branch offices made 
rapid growth till 1985. However, from the year 1987 the RBI 
stopped to issue new licenses to open new RRBs due to the 
reason that the maximum RRBs were running in losses and 
eating up their own deposits. 
Due to freezing the issue of licenses to open new 
RRBs, the branch expansion declined sharply and even 
recorded negative variations, even though the state-wise 
growth of the RRBs has been satisfactory. It is noteworthy 
that the emphasis was given to establish the RRBs in those 
states where there were urgent need of the rural banks. The 
commercial banks also played an important role in the 
growth and development of RRBs. The RRBs are sponsored 
by those commercial banks, which are leading banks in the 
districts. 
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CHAPTER - 3 - .'J 
PERFORMANCE APPRAISAL OF REGIONAL 
RURAL BANKS 
In the preceding chapter, it was observed that in the 
beginning five RRBs were established in 1975, the number 
of which iiicreased to 196 in 1987. After 1987 the number of 
these banks remained the same but the branch network has 
spread throughout the country except the Sikkim state. In 
order to improve the effective growth and performance of 
these banks a number of committees were appointed by the 
government of India from time to time. These committees 
suggested various measures for the enhancement of 
performance of the working of these banks. In view of these 
recommendations by different committees, the present 
chapter examines the performance of regional rural banks. 
It is commonly held that the Regional Rural Banks 
(RRBs) which were conceived as low cost insti tutions, mid-
way between the co-operatives and the commercial banks, 
locally based and imbedding indigenous social ethos and 
with weaker sections as the target groups for assistance, 
form the third component of the multi-agency approach to 
the rural credit. They are supposed to cover a prominent 
segment of the Indian society since they are operating in 
the rural areas. These magnificent quantitative progresses 
made by the RRBs over a period of more than two-and-a-
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half decades have also succeeded in highlighting the 
serious financial problems of these banks. The performance 
of most of the RRBs till 1994-95 was very poor. As on 31=^ * 
March 1995 out of 196 RRBs, 171 (87 percent) were 
incurring losses and their accumulated losses amounted to 
Rs 1302.53 crore. These accumulated losses eroded the 
capital base of the RRBs and most of them have registered 
negative net worth in their balance sheets.^ 
Concerned by the poor financial health of RRBs, the 
Government of India along with the RBI and NABARD took 
various initiatives to improve their efficiency, 
competitiveness, profitability and viability. Some of the 
revival measures taken by the government include: 
(1) As per the original design, RRBs were permitted to 
offer only a selective type of banking services 
primarily connected with deposits and advances. The 
non-fund business such as the issue of guarantees, 
demand drafts, issue of the traveller 's cheques, locker 
facilities, etc. remained out of their functional 
jurisdiction. They have now been allowed to enter into 
the non-fund business in hope of earning more 
revenues. 
(2) RRBs have now been authorised to extend finances to 
non-target group borrowers up-to 60 percent of their 
fresh lending. These banks have also been permitted 
'Mittal, R.K. "Performance Evaluation of RRBs; A case study of Haisar- Sirsa Kshetriya Graniin 
Banks". The Management Accountant, Nov. 2001, p. 833. 
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to lend for various non-priority sector purposes up-to 
10 percent of their fresh lending. 
(3) RRBs are now permitted to relocate their loss 
incurring branches at relatively better locations like 
block headquar ters /mandi location. 
(4) One of the important measures the government of 
India has taken to revive the RRBs is their 
restructuring by the cleaning up of their balance 
sheets and by infusing fresh capital. Such a measure 
has succeeded in wiping out the accumulated losses 
and enables the RRBs to go in for the fresh lending.^ 
(5) Signing of the Memorandum of Understanding (MoU) 
with the sponsoring banks is required for 
implementing the Development Action Plans (DAPs). 
The DAP is basically aimed at achieving the break-
even level (BEL) for the RRBs in a reasonable period 
but within a maximum period of five years. The DAP 
envisages several measures to be taken by the RRBs 
for improving their performance. Prominent among 
them are given as follows:^ 
(a) Analysis of costs, yield and margins and competition 
of break-even level; 
' Dr. Patel, A.R., "RRBs: Making them viable", Kunikshetra, July 1996, p. 17. 
- Venkata Rao, K K.B.P, "RRBs: Need for an overhaul", Kunishetra, July 1996, p. 31. 
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(b) Diagnosis of the problems, which lead to poor 
productivity, higher costs, lower yields, thinner 
margins and losses in the banks; 
(c) Planning for the remedial measures, which are specific 
to the diagnosed problems; 
(d) An analysis of the impact of remedial measures on 
cost, yield and margins; 
(e) Preparation of branch-wise performance budget for 
the key performance areas; and 
(f) Setting-up of an effective monitoring system. 
(6) Deregulation and rationalisation of interest rates ' 
structure by way of providing RRBs more freedom in 
their determination.^ 
(7) In pursuance to better risk management, the RBI has 
decided to fix the credit exposure limit for the RRBs 
also. Accordingly, the RRBs may fix the credit limits 
up to 25 percent of their capital funds in the case of 
individual borrowers and 50 percent in those of the 
group of borrowers. 
(8) Now, the RRBs like those of the schedule commercial 
banks may implement the criterion of income 
' Mittal, R.K. "Performance Evaluation of RRBs: A case study of Haisar - Sirsa Kshetriya Gramin 
Banks". The Management Accountant, Nov. 2001, p. 833. 
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recognition, assets classification and norms for 
provisioning as per the RBI guidelines.^ 
(9) The RRBs have now been permitted to invest in shares 
and debentures of corporations, units of mutual funds 
and bonds of Public Sector Units (PSUs)/Financial 
Institutions, subject to the exposure norms.^ 
(10) In addition to the above measures another attempt 
that was made to ensure the viability of the RRBs by 
introducing the Self-Help Group (SHG) concept in a 
big way in all the RRBs. This system is advocated 
because one of the major shortcomings observed in the 
performance of the formal credit system has been its 
inability to reach credit to a vast majority of the rural 
poor whose needs were most pressing. Also, such 
lending as was done under the poverty alleviation 
schemes suffered high repayment defaults and left a 
little sustainable impact on the economic conditions of 
the beneficiaries. Lending to the rural poor also 
involves high transaction costs and the perceived risks 
due to the absence of collateral security. The role and 
contribution of SHG to RRB has been envisaged as 
follows.^ 
(a) The SHG collects deposits from their members and go 
on lending to the needy members for production 
' Gupta, S.K., Changing Pattern of RRBs in India, A case of Kaiipur Kslietriua Gramin Bank. Pp. 95. 
-Ibid. 1. 
^ Venkata Rao, K.K.B.P, "RRBs: Need for an overiiaul", Kiinikslietra, July 1996, p. 31. 
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purposes and also for the subsistence and 
consumption needs. 
(b) The SHG also takes loans from the banks/voluntary 
agencies/self-help promoting institutions to meet the 
needs of the members. But, before starting their 
gainful activities, the members undergo training 
imparted by the voluntary agencies / non-
governmental organisations (NGOs). 
(c) The SGH itself or with the help of NGOs makes 
assessment of the individual credit needs of its 
members and submits to the bank for the sanction of 
collective loans in its name. 
(d) The NGO helps the SHG in procuring the raw 
materials as well as in marketing of the produce. 
(e) The SHG collectively ensures the repayment of bank 
loans. The recovery percentage is almost 100. 
(f) The entire loan amount disbursed to the self-help 
groups is refinanced by the NABARD to the financing 
bank. 
From the following discussion it may be observed that 
the functioning through the SHG will take care of the 
important aspects of viable business for the RRBs.^ These 
aspects are: 
' Veiikata Rao, K.K.B.P, "RRBs: Need for an overhaur', Kunikslietra, July 1996, p. 31. 
Sell-Help Grovip. Tlic aiucqit ol' sell'-lielp grmips is vers' simple but i\l tlie s;ime time ver,' eil'eclive iii helping Ihe niral pixir. The 
SHG is a group ol' tlie niral pixrr gaierjll\- annprisiiig of small aid murgjual fanners, landless agrieriltural labourers, mral 
arti.s;Dis. women folks and otlicT miao entrepreneurs who org;diised tliansehes to adiie\e tlie economic dexclopmeut b\' rai.siiig 
tlicir resources. 
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(a) As all the loans released to the SHG by the banks are 
eligible for 100 percent refinance, the RRBs will not 
experience any funds' constraints in helping the rural 
poor. 
(b) The most serious problem confronting the RRBs is the 
effective monitoring and recovery of loans in the rural 
areas. This problem is also taken care if the funds are 
lent through the SHGs, instead of direct lending to 
individuals. The NGOs involved or the SHGs 
themselves monitor the loans and ensure the 
repayment. In fact the experience in India shows that 
the recovery performance is touching almost 100 
percent in respect of loans to SHGs. 
(c) In financing through the SHGs, the transaction cost to 
the bank is considerably low in proportion to each 
borrower. 
Performance Evaluation 
All these revival measures envoked the performance 
appraisal of RRBs of special significance. The following 
effort has been made keeping that in mind. Performance 
evaluation of RRBs, here would concentrate on deposit 
mobilisation, advances, credit deposit ratio, recovery, non-
performing assets (NPAs) and profit and loss position. 
Deposi t Mobil isat ion: 
A deposit forms the base of financial soundness of the 
bank and is backbone to its credit expansion. The major 
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source of deposit mobilisation is to motivate and inculcate 
a saving habit among the villagers through the various 
deposit schemes. 
Table 3.1 presents the picture of deposit mobilisation 
of RRBs since .1990-91 to 2000-01. The total amount of 
Table: 3.1 
YEAR-WISE DEPOSIT MOBILISATION BY RRBs 
(Rupees in Crore) 
Year as at the 
end of 
March - 91 
March - 92 
March - 93 
March - 94 
March - 95 
March - 96 
March - 97 
March - 98 
March - 99 
March - 2000 
March - 2001 
Total 
Depos i t s 
4989.24 
5867.83 
6938.13 
8826.51 
11150.01 
14187.90 
17970.18 
22189.23 
27065.74 
32204.35 
38277.78 
Average 
Per RRBs 
25.46 
29.98 
35.40 
45.03 
56.89 
72.39 
91.68 
113.21 
138.09 
164.31 
195.29 
Average 
Per Branch 
0.34 
0.40 
0.48 
0.61 
0.72 
0.98 
1.24 
1.53 
1.87 
2.25 
2.67 
Percentage 
Variat ion 
of Total 
Depos i t s 
-
17.61 
18.25 
27.22 
26.33 
27.25 
26.67 
23.48 
21.98 
19.00 
18.86 
Source: Compiled by the research scJiolar from the key Statistics on 
the Regional Rural Banks for the period: 1991-2001, NABARD, 
Mumbai. 
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deposit increased gradually throughout the period under 
review. The amount of deposit in 1991 was Rs. 4989.24 
crore, which increased to Rs. 38277.78 crore in 2001. 
The growth rate was positive all along the period 
unders tudy. The rate of growth, however, was of 
fluctuating nature. The highest growth rate was 27.25 
percent that took place in 1996. The lowest growth rate was 
17.61 percent that took place in the year 1992. It is also 
noticeable that there was trend of gradual decline in 
growth rate since 1996. 
Average deposit per RRBs has an increasing trend 
throughout the period understudy rather in a stable 
fashion. It was Rs. 25.46 crore in 1991, which reached to Rs. 
195.24 crore in 2001. 
Average deposit per branch had also observed an 
increasing trend throughout the period. Starting from Rs. 
0.34 crore in 1991, it reached to an amount of Rs. 2.67 crore 
in 2001. The rate of increase is indeed remarkable. 
State - wi se Deposit Mobil isation: 
An analysis of Table 3.2 shows a picture of state-wise 
deposits of RRBs with average deposits per RRB in each 
state. It shows that the state of Uttar Pradesh remained on 
top throughout the period with the highest total deposits 
between Rs. 1459.48 crore in March 31^^ 1991 and Rs. 
9828.69 crore at the end of March 31^*, 2001. Bihar secured 
second position throughout this period. It mobilised Rs. 
621.29 crore in March 31^', 1991, which rose to Rs.4556.79 
crore at the end of March 31=*, 2001. Andhra Pradesh, 
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Table 3.2: 
State - wise Deposit Mobil isat ion 
(Rupees in Crores) 
Year as at the end of 
S. No 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
States 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Gujrat 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipur 
Meghalya 
Mizoram 
Nagaland 
Orissa 
Pmijab 
Rajasthan 
Tamilnadu 
Tiripura 
Uttar Pradesh 
West Bengal 
Total 
March- 91 
Total 
Deposit 
405.22 
(0.12) 
3.62 
(0.06) 
122.53 
(2.45) 
621.29 
(12.45) 
87.52 
(1.75) 
172.21 
(3.45) 
53.86 
(1.08) 
52.79 
(1.06) 
301.23 
(6.03) 
102.38 
(2.05) 
386.42 
(7.74) 
123.97 
(2.48) 
2.01 
(0.04) 
9.29 
(0.18) 
11.02 
(0.22) 
0.57 
(0.01) 
193.14 
(3.87) 
74.93 
(1.50) 
312.36 
(6.26) 
51.27 
(1.03) 
55.84 
(1.12) 
1459.48 
(29.25) 
386.32 
(7.74) 
4989.24 
Avg. 
Per 
RRB 
24.15 
3.62 
24.50 
28.24 
9.72 
43.05 
26.83 
17.59 
23.17 
55.19 
16.88 
12.39 
2.01 
9.29 
11.02 
0.57 
21.46 
14.98 
22.31 
17.09 
51.84 
36.48 
42.92 
25.46 
March-92 
Total 
Deposit 
472.97 
(8.06) 
4.22 
(0.07) 
135.05 
(2.30) 
778.69 
(13.27) 
105.94 
(1.80) 
206.79 
(3.52) 
76.00 
(1.29) 
76.67 
(1.30) 
378.51 
(6.45) 
138.14 
(2.35) 
435.11 
(7.41) 
139.50 
(2.37) 
2.70 
(0.04) 
18.79 
(0.32) 
10.12 
(0.17) 
0.69 
(0.01) 
213.13 
(3.63) 
96.99 
(1.65) 
364.94 
(6.21) 
63.57 
(1.08) 
58.50 
(0.99) 
1653.27 
(28.17) 
437.76 
(7.46) 
5867.83 
Avg. 
Per 
RRB 
29.56 
4.22 
27.01 
35.39 
11.77 
51.70 
38.00 
25.55 
29.11 
69.07 
18.13 
13.95 
2.70 
18.79 
10.12 
0.69 
23.68 
19.40 
26.07 
21.19 
58.50 
41.33 
48.64 
29.98 
March - 93 
Total 
Deposit 
554.70 
(7.98) 
5.02 
(0.07) 
152.32 
(2.19) 
886.77 
(12.78) 
136.11 
(1.96) 
251.64 
(3.62) 
96.02 
(1.38) 
97.82 
(1.40) 
450.92 
(6.49) 
171.11 
(2.46) 
490.65 
(7.07) 
165.14 
(2.38) 
3.44 
(0.04) 
36.48 
(0.52) 
12.75 
(0.18) 
1.23 
(0.02) 
285.22 
(4.11) 
120.62 
(1.73) 
440.41 
(6.35) 
80.76 
(1.16) 
62.63 
(0.90) 
1955.97 
(28.19) 
499.32 
(7.19) 
6938.13 
Avg. 
Per 
RRB 
34.65 
5.02 
30.46 
49.81 
15.12 
62.91 
58.54 
32.60 
34.68 
85.55 
20.44 
16.95 
3.44 
36.48 
12.75 
1.23 
31.69 
24.12 
31.45 
26.92 
62.63 
48.89 
55.48 
35.40 
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Table: 3.2 (Coutd.) 
March - 94 
Total 
Deposit 
705.80 
(8.0) 
6.28 
(0.07) 
216.32 
(2.45) 
1095.80 
(12.41) 
167.73 
(1.90) 
305.10 
(3.45) 
117.19 
(1.32) 
118.11 
(1.33) 
584.38 
(6.62) 
203.41 
(2.30) 
648,46 
(7.34) 
224.13 
(2.43) 
3.88 
(0.04) 
50.80 
(0.57) 
20.00 
(0.23) 
1.63 
(0.02) 
371.47 
(4.20) 
144.88 
(1.64) 
552.30 
(6.26) 
95.97 
(1.08) 
75.16 
(0.85) 
2473.75 
(28.02) 
643.97 
(7.29) 
8826.51 
Avg. 
Per 
RRB 
44.11 
6.28 
43.26 
49.81 
18.67 
76.27 
58.54 
39.37 
44.95 
101.75 
27.02 
22.41 
3.88 
50.80 
20.00 
1.63 
41.27 
28.97 
39.45 
31.99 
75.16 
61.84 
71.55 
45.03 
March - 95 
Total 
Deposit 
956.39 
(8.58) 
8.91 
(0.08) 
273.18 
(2.45) 
1312.86 
(11.77) 
225.24 
(2.02) 
382.80 
(3.43) 
139.73 
(1.25) 
153.06 
(1.37) 
767.98 
(6.88) 
260.76 
(2.33) 
892.35 
(8.00) 
333.29 
(2.98) 
4.95 
(0.04) 
44.74 
(0.40) 
25.09 
(0.22) 
1.58 
(0.01) 
470.74 
(4.22) 
185.02 
(1.66) 
697.77 
(6.25) 
123.64 
(1.10) 
101.26 
(0.90) 
3018.84 
(27.07) 
769.85 
(6.90) 
11150.01 
Avg. 
Per 
RRB 
59.77 
8.91 
54.63 
59.67 
25.02 
95.70 
69.86 
51.02 
59.07 
130.38 
37.18 
33.33 
4.95 
44.74 
25.09 
1.58 
52.30 
37.04 
49.84 
41.21 
101.26 
75.47 
85.54 
56.89 
March - 96 
Total 
Deposit 
1161.22 
(8.18) 
12.24 
(0.09) 
359.55 
(2.53) 
1670.51 
(11.77) 
310.85 
(2.19) 
485.90 
(3.42) 
173.28 
(1.22) 
201.25 
(1.44) 
967.43 
(6.81) 
267.50 
(1.88) 
1218.13 
(8.58) 
465.73 
(3.28) 
8.21 
(0.05) 
62.23 
(0.43) 
28.33 
(0.20) 
2.45 
(0.02) 
604.88 
(4.26) 
228.95 
(1.61) 
891.68 
(6.28) 
166.15 
(1.17) 
122.04 
(0.86) 
3809.63 
(26.85) 
969.76 
(6.83) 
14187.90 
Avg. 
Per 
RRB 
72.57 
12.24 
71.91 
75.93 
34.54 
121.47 
86.64 
67.08 
74.42 
133.75 
50.75 
46.57 
8.21 
62.23 
28.33 
2.45 
67.21 
45.79 
63.69 
55.38 
122.04 
95.24 
107.75 
72.39 
March - 97 
Total 
Deposit 
1439.62 
(8.01) 
15.91 
(0.08) 
441.59 
(2.45) 
2214.31 
(12.32) 
413.99 
(2.30) 
564.85 
(3.14) 
215.84 
(1.20) 
262.29 
(1.46) 
1152.21 
(6.41) 
332.51 
(1.85) 
1628.83 
(9.06) 
538.50 
(2.99) 
9.40 
(0.05) 
62.93 
(3.50) 
31.05 
(1.73) 
3.16 
(0.01) 
777.20 
(4.32) 
266.10 
(1.48) 
1116.20 
(6.21) 
214.15 
(1.19) 
158.59 
(0.88) 
4851.12 
(26.99) 
1259.25 
(7.00) 
17970.18 
Avg. 
Per 
RRB 
89.97 
15.91 
88.32 
100.65 
46.00 
141.21 
107.82 
87.43 
88.63 
166.25 
67.87 
53.85 
9.40 
62.93 
31.05 
3.16 
86.35 
53.22 
79.73 
71.38 
203.15 
121.27 
139.91 
91.68 
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Table: 3.2 (Contd.) 
March - 98 
Total 
Deposit 
1738.43 
(7.83) 
20.19 
(0.09) 
543.64 
(2.45) 
2798.31 
(12.61) 
517.14 
(2.33) 
653.80 
(2.94) 
258.40 
(1.16) 
341.33 
(1.53) 
1337.00 
(6.02) 
406.72 
(1.83) 
2039.54 
(9.19) 
672.23 
(3.02) 
12.59 
(0.06) 
71.63 
(0.32) 
39.78 
(0.17) 
4.67 
(0.02) 
950.05 
(4.28) 
323.25 
(1.45) 
1420.73 
(6.40) 
278.15 
(1.25) 
203.15 
(0.91) 
5972.62 
(26.92) 
1578.87 
(7.11) 
22189.23 
Avg. 
Per 
RRB 
108.65 
20.19 
108.73 
127.19 
57.46 
163.45 
129.20 
119.77 
102.84 
203.36 
84.98 
67.22 
12.59 
71.63 
39.78 
4.67 
105.56 
64.65 
101.48 
92.71 
203.15 
149.31 
175.43 
113.21 
March - 99 
Total 
Deposit 
2023.27 
(7.47) 
20.19 
(0.07) 
685.24 
(2.53) 
3327.07 
(12.29) 
654.88 
(2.41) 
756.98 
(2.79) 
332.92 
(1.23) 
413.79 
(1.52) 
1614.55 
(5.96) 
512.84 
(1.89) 
2396.59 
(8,85) 
512.84 
(1.89) 
13.92 
(0.05) 
71.63 
(0.26) 
39.78 
(0.15) 
3.32 
(0.01) 
1177.74 
(4.35) 
392.00 
(1.44) 
1715.63 
(6.33) 
327.41 
(1.20) 
256.57 
(0.94) 
7265.53 
(26.84) 
1958.99 
(7.23) 
27065.74 
Avg. 
Per 
RRB 
126.45 
20.19 
137.05 
151.23 
72.76 
189.24 
166.46 
137.93 
124.19 
256.42 
99.86 
51.28 
13.92 
71.63 
39.78 
3.32 
130.86 
78.04 
122.54 
109.13 
256.57 
181.64 
217.66 
138.09 
March 
Total 
Deposit 
2568.62 
(7.97) 
24,78 
(0.08) 
809.97 
(2.51) 
3974.80 
(12,34) 
808,51 
(2,51) 
883,23 
(2.74) 
422.96 
(1.31) 
518.16 
(1.60) 
2018.35 
(6.26) 
657.74 
(2.04) 
2873,06 
(8,92) 
949.20 
(2,94) 
21,07 
(0,06) 
98,97 
(0,30) 
50.52 
(0.15) 
4,70 
(0,01) 
1492,10 
(4,63) 
484.19 
(1.50) 
1988.85 
(6.17) 
420.13 
(1.30) 
313.78 
(0.97) 
8431.50 
(26.180) 
2389.15 
(7.41) 
32204.35 
-2000 
Avg. 
Per 
RRB 
160,54 
24.78 
161.99 
180.67 
89.83 
220.81 
211.48 
172.72 
155.26 
328.87 
119.71 
94.92 
21.07 
98.97 
50.52 
4.72 
165.79 
96.84 
142.06 
140.04 
313.78 
210.79 
265.46 
164.31 
March 
Total 
Deposit 
3092.37 
(8.07) 
31.03 
(0.08) 
899.89 
(2.35) 
4556.79 
(11.90) 
1013.29 
(2,64) 
1030.24 
(2,65) 
503,69 
(1,31) 
631,21 
(1,64) 
2433.62 
(6.35) 
802.42 
(2.09) 
3454.56 
(9.02) 
1131.71 
(2,95) 
22.76 
(0.06) 
122.63 
(0,32) 
68,40 
(0.17) 
5,28 
(0.01) 
1831,85 
(4,78) 
607,46 
(1.58) 
2348.96 
(6.13) 
509.02 
(1.32) 
392.49 
(1,02) 
9828,69 
(25,68) 
2859.42 
(7.47) 
38277.78 
1-2001 
Avg. 
Per 
RRB 
193.27 
31 03 
179.98 
207.12 
112.59 
257.56 
251.84 
210.43 
187.20 
401.21 
143.99 
113.17 
22.76 
122.63 
68.40 
5.28 
203.54 
121.49 
167.78 
167.67 
392.49 
245.72 
317.71 
195.29 
Source: Statistics on 
Note; Figures in b 
Regional Rural Bank- NABARD, Mumbai (from 1991 to 2001). 
rackets showing percentage share of each state in total deposit. 
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however, secured the third position and Madhya Pradesh 
stood fourth in 1995, but in 1996 Madhya Pradesh and 
Andhra Pradesh interchanged their position and occupied 
the third and fourth positions, respectively. Nagaland held 
the lowest position throughout the period. It was followed 
by Manipur and Arnachal Pradesh. These three states 
mobilised their deposits as Rs. 0.57 crore, 2.01 crore and 
3.62 crore in the year ending March 1991 and made steady 
progress throughout the period and rose to Rs. 5.28, Rs. 
22.76 and Rs. 31.03 crore, respectively, at the end of March 
31^t, 2001., 
The number of RRBs operating in each of these states 
neither showed an increase or decrease since the year 1987. 
The average deposit mobilised per RRB is, therefore, an 
effective parameter to evaluate the performance of RRBs in 
each state. The data relating to the average deposit per RRB 
show that Kerala occupied the top position where two RRBs 
were operating, which mobilised an average deposit of Rs. 
55.19 crore in the year 1991 and rose to Rs. 401.21 crore at 
the end of March 31^', 2001. The state of Uttar Pradesh 
stood second in which the highest numbers of RRBs (40) 
were operating, which mobilised an average deposit of Rs. 
51.84 crore in 1991. It is heartening to note that this amount 
rose to Rs. 392.49 crore at the end of March 31^', 2001. In 
the year 1997, Uttar Pradesh was on the top position, but 
Kerala recovered soon and retained its position in the next 
year. Haryana (5) occupied third position, which is 
replaced by West Bengal (9) in the year 1998. These states 
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have made good progress in moping-up the deposits. West 
Bengal moped up Rs. 42.92 crore in 1991, which rose to Rs. 
317.71 crore at the end of March 31^^ 2001. Likewise, 
Haryana mobilised Rs. 43.05 crore in 1991, which rose to 
Rs. 257.56 at the end of March 31^', 2001. The lowest 
position was occupied by the states, Nagaland, Manipur 
and Arunachal Pradesh in which only one RRB was 
operating. 
The data in terms of percentage share of each state in 
their total deposits showed that Uttar Pradesh had the 
highest share in its total deposits. Its share in percent was 
29.25 in 1991, which declined to 25.68 percent at the end of 
March 31=^ 2001. Bihar secured second place throughout 
the period. The share of total deposit of this state was 12.45 
percent in 1991 that reduce to 11.90 percent in 2001. 
Andhra Pradesh held third position until 1996, which was 
subsequently replaced by the Madhya Pradesh. Therefore, 
at the end of March 31^^ 2001, Madhya Pradesh with 9.02 
percent of its share was at number three while Andhra 
Pradesh was at number four. Nagaland followed by the 
Manipur and Arunachal Pradesh recorded the lowest share 
throughout the period in their total deposits. The main 
feature in terms of percentage share is that each state has 
shared variation, i.e, increasing and decreasing trends have 
been observed over each of the following years. Thus, from 
the point of view of the deposit mobilisation, the progress 
has been quite impressive, but it has yet to achieve the 
financial viability. 
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Analysis of Advances by RRBs: 
Every sector of rural ecoriomy needs finance whether 
it is agriculture or its allied activities, rural industries, 
trade, transport and various services for carrying out day-
to-day activities and also for their growth and progress. 
A vast majority of the rural population are either 
small or marginal farmers, landless labourers, rural 
artisans or share-croppers. It is observed that most of these 
people have chronically deficit budgets and their economy 
is of the subsistence type. They are unable to meet the 
agriculture cost, modern farm technology, quality 
implements and machines, etc. from their own pockets. 
Even big farmers need financial assistance to purchase the 
tractors and combine harvesters. Therefore, healthy credit 
system is needed for the following purposes: 
1. Consumption Loans 
Since a large number of cultivators have chronically 
deficit budgets and have no savings to fall back upon, they 
require loans to meet their consumption needs such as: 
purchasing food-grains, clothing, to celebrate social and 
religious ceremonies, to meet medical expenses, etc. 
2, Productive Loans 
Since majority of the rural population have very little 
or no marketable surplus, therefore, they are forced to 
borrow for carrying on their productive activities. Thus, 
the credit solves the purpose of raising the productivity of 
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the rural poor and productivity in agriculture. The credit 
need for productive purposes can be classified into three 
categories. 
(a) Short - Term 
These are given for a maximum period of 18 months 
and are given to farmers and rural artisans for meeting 
their current needs of production. Agriculturists are given 
loans for the purchase of production inputs like seeds, 
fertilisers, pesticides, insecticides, etc. These advances are 
popularly known as crop loan. 
(b) Medium - Term 
The medium-term advances, which are meant for a 
period not exceeding 5 years but in case of small farmers, 7 
years are granted for the development purposes and are, 
therefore, often known as the investment loans. The 
advances for the following purposes may be classified as 
medium term loans: 
(a) Minor-irrigation development through dug wel ls /bore 
wells / tube-wells ; and revitalisation of existing wells; 
lift irrigation schemes; installation of pump sets. 
(b) Purchase of drought animal like bullock. 
(c) Construction of farms-houses, cattle-sheds and 
implement sheds. 
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(d) Farm mechanisation with the purpose of tractors and 
accessories, power tillers, sprayers, threshers and 
other agricultural machinery/equipment ' s . 
(e) Land improvement schemes such as land reclamation 
levelling, bounding, terracing, etc. 
(f) Construction of godowns/si los . 
(g) Setting-up of dairy, poultry, fishery, sericulture, 
apiculture and other allied activities. 
(c) Long Term 
The long-term loan is granted for a period of 10 to 15 
years ' duration to the farmers and others. The advances 
under this scheme are enjoying a moratorium period. It is 
granted for the following purposes: 
(a) Development of Plantation crops, such as coffee, tea, 
cardamon, rubber. 
(b) Development of horticulture crops such as coconut, 
areca nut, cashew nut, mango and other fruit crops. 
(c) Integrated schemes for the development of dairy, 
poultry, fishery, etc. 
The RRBs have been evolved as low cost and rural 
based institutions eminently suited to implement bankable 
schemes in the rural areas. In view of the directives issued 
by the Government of India, the RRBs confine their lending 
primarily to weaker sections for the production purposes 
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such as agriculture sector, industrial sector and service 
sector. A small proportion may, however, be earmarked for 
the consumption purposes like educational or medical 
expenditure. 
Year - Wise Outstanding Advances: 
In this direction, the RRBs' deployment of credit to 
these sectors has been depicted in Table 3.3. The table 
presents the data regarding the total advances, average 
advances per RRBs, average advances per branch and 
growth percent in total advances. The total advances made 
by the RRBs to all the sectors of rural economy show an 
increasing trend over the period of each year. In the year, 
1991 the total disbursement was Rs. 3535.35 crore, which 
rose to Rs. 15814.89 crore by the end of March 2001. 
The growth rate was positive all along the period 
unders tudy. The rates of growth, however, were of 
fluctuating nature. The highest growth rate was 19.95 
percent that took place in the year 2001. The lowest growth 
was 11.58 percent that took place in the year 1992. It is 
noteworthy that the rates of growth during the period 
although were of fluctuating nature but there had been an 
increasing trend since 1998 and continued till the last year 
under consideration. 
An examination of Table 3.3 reveals that the average 
advances per RRB and per branch also show a continuously 
increasing trend. In the year, 1991 it was Rs. 18.41 crore. 
94 
w h i c h shot -up to Rs.80.69 crore per RRB at the end of 
March 2001. Average advances per branch was recorded as 
Rs. 0.25 crore which rose to Rs. 1.11 crore by the end of 
March 2001. 
Table: 3.3 
Years-Wise Outstanding Advances by RRBs 
(Rupees in Crore) 
As at tlie end 
of 
March - 91 
March - 92 
March - 93 
March - 94 
March - 95 
March - 96 
March - 97 
March - 98 
March - 99 
March - 00 
March - 01 
Total 
Advances 
3535.35 
4090.86 
4626.73 
5253.02 
6290.27 
7505.03 
8711.82 
9868.81 
11355.84 
13184.40 
15814.89 
Average 
Per RRBs 
18.41 
29.87 
23.61 
26.80 
32.10 
38.29 
44.45 
50.31 
57.94 
67.27 
80.67 
A v e r a g e 
Per Branch 
.25 
.28 
.32 
.36 
.43 
.52 
.60 
.68 
.78 
.92 
1.11 
Pe rcen tage 
Var ia t ion of 
Total 
Advances 
-
15.17 
11.58 
13.54 
19.75 
19.31 
16.08 
13.19 
15.16 
16.10 
19.95 
Source: Compiled by the Research Scholar from key Statistics on 
Regional Rural Banks from 1991-2001, NABARD, Mumhni. 
State - W i s e O u t s t a n d i n g A d v a n c e s : 
Table 3.4 r ep resen t s s ta te -wise d i s t r i bu t i on of 
a d v a n c e s wi th average advances per RRB in each s ta te . It 
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reveals that Uttar Pradesh took the lead in sanctioning 
advances throughout the period. In the year 1991 it was 
sanctioned Rs. 709.79 crore, which rose to Rs. 3027.45 crore 
at the end of March 2001. From 1991 to 2001 it increased 
more than four times. Andhra Pradesh occupied second 
position throughout this period. In 1991, loan disbursed by 
it was Rs. 413.87 crore, which shot-up to Rs. 2029.05 crore 
at the end of March 2001. The advances sanctioned by this 
state from 1991 to 2001 increased five times. Bihar was at 
the third place till 1994 in deployment of advances but in 
1995 Karnataka replaced it and secured the third position 
and retained the same position till 2001. The loan 
sanctioned by Karnataka in 1991 was Rs. 315.02 crore, 
which increased six times and rose to Rs. 1979.78 crore at 
the end of March 2001. Nagaland occupied the lowest 
position throughout the period. The loan sanctioned by this 
state in 1991 was Rs.0.39 crore, which rose marginally to 
Rs. 1.50 crore by the end of March 2001. 
In terms of average per RRBs, Kerala had a leading 
position and retained it throughout the period. The per 
RRBs loans disbursed by this state was Rs. 93.08 crore in 
the year 1991, which increased remarkably over each 
subsequent years and rose to Rs. 484.90 crore by the end of 
March, 2001. From 1991 to 1998, Uttar Pradesh was 
occupying the second position. Later on, Haryana replaced 
it and captured the second position. The state of Uttar 
Pradesh sanctioned Rs. 44.22 crore in 1991, which rose to 
Rs. 119.37 crore at end of March 2001 while Haryana 
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Table 3.4: 
State - wise Outstanding Advances 
Year as at the end of 
S. No 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
States 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Gujrat 
Haryaiia 
Hiniachal Pradesh 
Janimu & Kashmir 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipiir 
Meghalya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Tamilnadu 
Tiripura 
Uttar Pradesh 
West Bengal 
Total 
March -
Outstanding 
Advances 
413.87 
(11.70) 
0.69 
(0.01) 
90.43 
(2.61) 
363.51 
(10.28) 
60.21 
(1.70) 
121.83 
(3.44) 
21.12 
(0.60) 
25.10 
(0.70) 
315.02 
(8.91) 
186.17 
(5.26) 
293.52 
(8.30) 
136.11 
(3.85) 
2.01 
(0.05) 
5.33 
(0.15) 
4.17 
(0.11) 
0.39 
(0.01) 
177.23 
(5.01) 
55.97 
(1.58) 
138.14 
(3.91) 
48.08 
(1.36) 
44.22 
(1.25) 
709.79 
(20.07) 
102.30 
(2.89) 
3535.35 
91 
Avg. 
Per 
RRB 
25.86 
0.69 
18.48 
16.52 
6.69 
30.45 
10.56 
8.36 
24.23 
93.08 
12.23 
13.61 
2.01 
5.33 
4.17 
0.39 
19.69 
11.19 
9.86 
16.02 
44.22 
17.74 
11.36 
18.41 
March -
Outstanding 
Advances 
498.56 
(12.18) 
1.07 
(0.02) 
103.21 
(2.52) 
432.76 
(10.57) 
77.01 
(1.88) 
137.28 
(3.35) 
24.38 
(0.59) 
31.90 
(0.77) 
384.82 
(9.40) 
214.57 
(5.24) 
317.88 
(7.77) 
146.12 
(3.57) 
2.99 
(0.07) 
6.07 
(0.14) 
4.88 
(0.11) 
0.59 
(0.01) 
220.20 
(5.38) 
64.12 
(1.56) 
175.47 
(4.27) 
68.95 
(1.68) 
64.13 
(1.56) 
861.64 
(21.06) 
252.27 
(6.16) 
4090.86 
(Rupees in Crores 
92 
Avg. 
Per 
RRB 
31.16 
1.07 
20.64 
19.67 
8.55 
34.32 
12.19 
10.63 
29.60 
107.28 
13.24 
19.61 
2.99 
6.07 
4.88 
0.59 
24.46 
12.82 
12.53 
22.98 
64.13 
21.54 
28.03 
29.87 
March -
Outstanding 
Advances 
587.75 
(12.74) 
1.36 
(0.03) 
123.64 
(2.67) 
488.25 
(10.55) 
89.97 
(1.94) 
146.37 
(3.16) 
25.87 
(0.55) 
34.35 
(0.70) 
458.84 
(9.92) 
236.49 
(5.11) 
334.75 
(7.23) 
153.90 
(3.32) 
3.13 
(0.07) 
7.08 
(0.15) 
5.84 
(0.12) 
0.62 
(0.11) 
249.58 
(5.39) 
73.64 
(1.59) 
204.38 
(4.40) 
77.66 
(1.68) 
71.35 
(1.54) 
949.67 
(20.52) 
297.69 
(6.43) 
4626.73 
; 
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Avg. 
Per 
RRB 
36.73 
1,36 
24.72 
22.19 
9.99 
36.59 
12.93 
11.45 
35.29 
118.2 
4 
13.94 
15.39 
3.13 
7.08 
5.84 
0.62 
27.73 
14.72 
14.59 
25.88 
71.35 
23.74 
33.07 
23.61 
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Table: 3. 4(Contd.) 
March - 94 
Total 
Deposit 
654.18 
(12.45) 
2.04 
(0.03) 
132.34 
(2.51) 
556.32 
(10.59 
105.84 
(2.01) 
165.10 
(3.14) 
31.77 
(0.60) 
40.07 
(0.76) 
546.04 
(10.39) 
264.36 
(5.03) 
369.94 
(7.04) 
165.92 
(3.15) 
3.48 
(0.06) 
8.30 
(0.15) 
6.41 
(0.12) 
0.71 
(0.01) 
267.98 
(5.10) 
81.92 
(1.55) 
240.56 
(4.57) 
88.97 
(1.61) 
75.89 
(1.44) 
1111.48 
(21.15) 
337.58 
(6.42) 
5253.02 
Avg. 
Per 
RRB 
40.88 
2.04 
26.46 
25.29 
11.76 
41.27 
15.88 
13.35 
42.00 
132.18 
15.41 
16,59 
3.48 
8.30 
6.41 
0.71 
29.77 
16.38 
17 18 
28.26 
75.89 
27.78 
37.50 
26.80 
March - 95 
Total 
Deposit 
797.50 
(12.67) 
2.82 
(0.04) 
150.58 
(2.39) 
611.02 
(9.71) 
137.16 
(2.18) 
182.09 
(2.89) 
39.61 
(0.62) 
45.82 
(0.72) 
721.61 
(11.47) 
313.80 
(4.90) 
431.41 
(6.85) 
201.19 
(3.19) 
3.74 
(0.05) 
9.49 
(0.15) 
7.02 
(0.12) 
0.72 
(0.01) 
319.39 
(5.07) 
99.65 
(1.58) 
296.76 
(4.71) 
107.07 
(1.70) 
86.03 
(1.36) 
1338.18 
(21.27) 
388.20 
(6.17) 
6290.97 
Avg. 
Per 
RRB 
49.84 
2.82 
30.11 
27.77 
15.24 
45.52 
19.80 
15.27 
55.50 
156.90 
17.97 
20.11 
3.74 
9.49 
7.02 
0.72 
35.48 
19.93 
21.19 
35.69 
86.03 
33.45 
43.13 
32.10 
March - 96 
Total 
Deposit 
963.13 
(12.83) 
4.21 
(0.05) 
184.76 
(2,46) 
663.60 
(8.84) 
173.02 
(2.30) 
209,75 
(2,79) 
47,48 
(0,63) 
51.40 
(0.68) 
890.73 
(11.86) 
349.18 
(4.65) 
532.71 
(7.09) 
268.50 
(3.57) 
4.55 
(0.06) 
11.87 
(0.15) 
10.09 
(0.13) 
0.85 
(0.01) 
390.08 
(5.19) 
117.51 
(1.56) 
368.02 
(4.90) 
145.88 
(1.94) 
95.76 
(1.27) 
1560.56 
(20.79) 
461.39 
(6,14) 
7505.03 
Avg. 
Per 
RRB 
60.19 
4.21 
36.95 
30.16 
19.22 
52.43 
23.74 
17.13 
68.51 
174.59 
22,19 
26,85 
4,55 
11,87 
10,09 
0,85 
43,34 
23,50 
26,28 
48,62 
95.76 
39.01 
51,26 
38.29 
March - 97 
Total 
Deposit 
1099.79 
(12.62) 
10.98 
(0.12) 
186.42 
(2.14) 
757.36 
(8.69) 
224.32 
(2.57) 
269.20 
(3.09) 
54.20 
(0.62) 
63.30 
(0.72) 
1064.25 
(12.21) 
429.30 
(4.93) 
626.88 
(7.19) 
319.47 
(3,67) 
5,22 
(0.06) 
15.73 
(0.18) 
11.70 
(0.13) 
1.05 
(0.01) 
464,64 
(5.33) 
131.61 
(1.51) 
475.13 
(5.43) 
176.72 
(2.03) 
95.35 
(1,09) 
1738.98 
(19.96) 
512.02 
(5.88) 
8711.82 
Avg. 
Per 
RRB 
68.73 
10.98 
37.28 
34.42 
24.92 
67.3 
27.1 
21.1 
81.86 
214.65 
26,12 
31,94 
5,22 
15.73 
11.70 
1.05 
51.62 
26.32 
33.93 
58.90 
95.35 
46.82 
62.04 
44.45 
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Table: 3. 
Marc 
Total 
Deposit 
1215.25 
(12.32) 
17.36 
(0.17) 
188.64 
(1.91) 
849.12 
(8.61) 
255.63 
(2.59) 
310.22 
(3.14) 
60.01 
(0.60) 
72.60 
(0.73) 
1195.78 
(12.12) 
505.43 
(5.12) 
717.05 
(7.27) 
366.45 
(3.71) 
5.88 
(0.05) 
19.56 
(0.19) 
13.31 
(0.13) 
1.28 
(0.01) 
531.19 
(5.38) 
143.71 
(1.45) 
562.24 
(5.70) 
201.56 
(2.04) 
94.91 
(0.96) 
1873.01 
(18.99) 
558.39 
(5.66) 
9860,81 
4(Contd . ) 
1 - 9 8 
Avg. 
Per 
RRB 
75.95 
17.36 
37.72 
38.59 
28.40 
77.55 
30.05 
24.20 
91.98 
252.71 
29.87 
36.64 
5.88 
19.56 
13.31 
1.28 
59.02 
28.74 
40.16 
67.18 
94.61 
46.82 
62.04 
50.31 
March - 99 
Total 
Deposit 
1396.64 
(12.30) 
17.36 
(0.15) 
210.65 
(1.85) 
890.07 
(7.83) 
327.51 
(2.88) 
369.18 
(3.25) 
74.04 
(0.65) 
81.52 
(0.71) 
1369.62 
(12.06) 
612.96 
(5.39) 
841.84 
(7.41) 
417.03 
(3.67) 
6.01 
(0.05) 
19.56 
(0.17) 
13.31 
(0.11) 
1.25 
(0.01) 
608.67 
(5.35) 
159.22 
(1.40) 
669.54 
(5.89) 
211.73 
(1.86) 
98.24 
(0.86) 
2232.18 
(19.65) 
653.38 
(5.75) 
11355.84 
Avg. 
Per 
RRB 
87.29 
17.36 
42.13 
40.45 
36.39 
92.29 
37.02 
27.17 
105.35 
306.48 
35.07 
41.70 
6.01 
19.56 
13.31 
1.25 
67.63 
31.84 
47.82 
70.57 
98.24 
55.80 
72.59 
57.94 
March 
Total 
Deposit 
1662.11 
(12.60) 
27.72 
(0.21) 
228.42 
(1.73) 
929.18 
(7.04) 
412.67 
(3.12) 
426.90 
(3.23) 
100.81 
(0.76) 
85.85 
(065) 
1639.25 
(12.43) 
767.53 
(5.82) 
967.54 
(7.33) 
473.75 
(3.59) 
7.28 
(0.05) 
26.62 
(0.20) 
17.58 
(0.13) 
1.42 
(0.01) 
761.71 
(5.77) 
181.58 
(1.37) 
815.37 
(6.18) 
250.29 
(1.89) 
102.27 
(0.77) 
2541.65 
(19.27) 
758.44 
(5.75) 
13184.40 
- 2 0 0 0 
Avg. 
Per 
RRB 
103.88 
27.72 
45.68 
42.10 
45.85 
106.72 
50.40 
33.60 
126.09 
383.76 
40.31 
47.37 
7.28 
26.62 
17.58 
1.42 
84.63 
36.31 
58.24 
83.43 
102.27 
63.54 
84.27 
67.27 
March 
Total 
Deposit 
2029.05 
(12.82) 
33.16 
(0.20) 
247.20 
(1.56) 
1077.36 
(6.81) 
492.20 
(3.11) 
517.02 
(3.26) 
126.32 
(0.79) 
106.77 
(0.67) 
1979.78 
(12.51) 
969.81 
(6.13) 
1100.24 
(6.95) 
565.60 
(3.51) 
8.75 
(0.05) 
30.34 
(0.19) 
22.93 
(0.14) 
1.50 
(0.01) 
934.94 
(5.91) 
229.58 
(1.45) 
966.18 
(6.10) 
323.71 
(2.04) 
119.37 
(0.75) 
3027.45 
(19.14) 
913.64 
(5.77) 
15816.30 
-2001 
Avg. 
Per 
RRB 
126.81 
33.16 
49.44 
48.97 
54.68 
129.25 
63.16 
42.10 
152.29 
484.90 
45.84 
55.66 
8.75 
30.34 
22.93 
1.50 
103.88 
45.91 
69.01 
107.90 
119.37 
75.68 
101.51 
80.69 
Source: Statistics on RRBs (1991-2001) NABARD Mumbm. 
Note; Figures in brackets showing percentage share of each state in total outstanding advances. 
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distr ibuted Rs. 30.45 crore in 1991, which shot-up to Rs. 
152.29 crore by the end of March 2001. Nagaland occupied 
the lowest position per RRB. 
In terms of percentage, the share of each state in total 
advances shows fluctuated trends. A very meagre increase 
and decrease in each state may be observed from Table 3.4 
for each subsequent year. The share of Uttar Pradesh in 
terms of percentage in total advances is highest throughout 
the period. From 1991 to 1996, the share in total advances 
of this state was recorded between 20 to 21 percent while in 
the last five years it recorded between 18 to 19 percent. 
Andhra Pradesh ranked second and the share of this state 
was recorded between 11 to 12 percent throughout the said 
period. Even though Bihar ranked third till 1994, its share 
in total advances showed a declining trend from 1995 
onwards. Consequently, Karnataka captured the third 
position in 1995. It is noteworthy that Karnataka happened 
to be the only state whose share in total advances recorded 
an increasing trend throughout the period of study except 
the year 1999. Its share was 8.91 percent in 1991 that rose to 
12.51 percent by the end of March 2001. The states of 
Kerala, Orissa, Rajasthan and West Bengal were in the 
group of 6 to 8 percent. The state of Assam, Haryana, 
Maharashtra and Tamil Nadu were in the group of 2 to 4 
percent while Arunachal Pradesh, Manipur, Meghalaya, 
Mizoram, Nagaland kept their share in the group of 0 to 1 
percent. 
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Purpose-Wise Advances by RRBs: 
The RRBs made advances to rural sector for the 
number of purposes such as crop loan, term loan, rural 
artisans and rural industries, retail trade, consumption 
loan and other purposes to excel rural economy. Table 3.5 
depicts the picture relating to purpose-wise disbursement 
of outstanding advances made by the RRBs from 1990-1991 
to 2000-2001. 
Short-Term (Crop Loan): 
RRBs credit deployment to Crop Loan shows 
progressive trend over each succeeding year. It was Rs. 582 
crore by the end of March 1991, which shot-up to Rs. 3670 
crore by the end of March 2001. It is a very significant 
increase indeed in lending to Agriculture Sector. In terms 
of percentage the variation also shows an increasing trend 
except in the year 1991. It means that borrowers are more 
disseminate about the lending policies of RRBs. That is why 
the quantum of amount increases over each succeeding 
years. It is also observed that its share in the total advances 
is handsome. It was 16.46 percent in 1991, which rose to 
23.2 percent at the end of March 2001. 
Term Loan: 
The second important segment of the agriculture 
sector is the 'term loan', which comprises of agriculture 
investment 'and allied activities. The outstanding advances 
of the term loan was Rs. 1125 crore in the year 1991 in 
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which the agriculture investment share was Rs. 612 crore 
while the allied activities share was Rs. 513 crore, which 
rose to Rs. 3547 at the end of March 2001 as shown in Table 
3.4. The share of each segment is not available separately 
since 1998. In terms of percentage, the share of term loan 
shows a decreasing trend over each succeeding year except 
the year 1992. It was 31.82 percent in the year 1991, which 
showed an increase of meagre amount. Thus, the 
percentage increased to 31.92. Later on, the share of term 
loan decreased every year and reduced to 22.5 percent by 
the end of March 2001. Its share in the total outstanding 
advances was at the second place until 2000. Its place was 
taken over by the crop loan leaving the term loan to the 
third place. 
Rural Artisans, Vil lage, Khadi, and Cottage Industries: 
The bank disbursed Rs. 355 crore in 1991 to promote 
the rural artisans, village, khadi, and cottage industries, 
which rose to Rs. 672 crore in 1997. Banks sanctioned a 
large amount in the year 1998 by which time the total 
outstanding advances of this sector rose to Rs. 1230 crore. 
In the next year, it was Rs. 1109 crore and in 2000 it rose to 
Rs. 1437 crore but at the end of March 2001, it was only Rs. 
807 crore. In terms of percentage the data show a 
decreasing trend till 1997. In 1991 its share in the total 
outstanding advances was 10.04 percent, which reduced to 
7.70 percent by the end of March 1997. In the year 1998 
high fluctuation has been recorded and share of this sector 
moved to 12.47 percent. In the next year it reduced to 10 
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percent and in the following year it was 11.0 percent. By 
the end of March, 2001 the share of rural industries was 
recorded just 5.10 percent in the total outstanding 
advances. It seems that RRBs in recent year considered this 
sector less important as reflected by the low proportion of 
credit. 
Retail Trade and Self - Employment: 
RRBs were also directed to promote the retail trade 
and provide highest employment days to small farmers, 
marginal farmers and landless labourers. For this reason, 
the bank share in the total outstanding advances was 
recorded Rs. 1017 crore in 1991, which rose to Rs. 1951 
crore by the end of March 2001. In terms of percentage, its 
share in the total advances reveals decreasing trends. The 
highest share recorded in the year 1992 was 29.80 percent 
while the lowest share recorded was 12.4 percent in the 
year 2001,. 
Consumption Loan: 
This type of loan is given by the bank in order to meet 
the expenditure incurred on medical treatment, educational 
purposes, etc. Under this category RRBs advanced an 
amount of Rs. 32 thousand crore in 1991, which increased 
to Rs. 381 crore at the end of March 1997. The share in 
terms of percentage is meagre amongst the total 
outs tanding advances during the period under s tudy. The 
lowest share was 0.91 percent in 1991 and highest was 4.37 
percent during 1997. Since 1998 such data are not available. 
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Other Purposes Loans: 
Other purposes include advances to staff, against 
deposit etc. The amount disbursed for this purpose shows 
an increasing trend. It was just Rs. 383 crore in the year 
1991, which shot-up to Rs. 5819 crore at the end of March 
2001. In terms of percentage the trends are also in 
increasing order. Its share in total advances has increased 
year after year and in the year 2001 its share recorded the 
highest increase of 36.8 percent. The reason for this 
t remendous stride may be accounted for the government 
directives to concentrate on non-target group in view of the 
poor recovery rate of the target group. 
Indirect Advances: 
Banks also finance the agricultural service activities 
such as marketing agro-service units, etc. The data related 
to this purpose reveals fluctuated trends. It was Rs. 41 
crore in the year 1991 with ups and downs it reduced to 
Rs.23 crore by the end of March 2000. The data for the year 
2001 were not available. In terms of percentage, the highest 
share was recorded in the year 1991, it was 1.41 percent and 
the lowest share was 0.12 percent in the year 1998 in total 
outstanding advances. 
A study of Table 3.5 also shows the sector-wise 
distribution of loans into the agriculture sector, industries 
sector and service and small business sector. It shows that 
the major proportion was disbursed to the agriculture and 
allied activities. It was 48.28 percent in the year 1991 and 
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as on March 31, 2000 it was 47.3 percen t . The share to 
Service Sector was 49.2 percent at the end of March 2001. 
The share to rura l i ndus t r i e s was recorded 5.10 percent in 
2001. 
Credit Depos i t Ratio (CDR): 
Another impor t an t indic tor for eva lua t ing the 
pe r fo rmance of RRBs is the Credi t Depos i t Ratio (CDR). 
Table 3.6 shows the progress of credi t depos i t ra t io of RRBs 
from the year 1991 to 2001. From 1991 o n w a r d s the c redi t 
Table: 3.6 
Credit - Deposit Ratio 
(Figures in Percentage) 
Year as at the end of 
March - 91 
March - 92 
March - 93 
March - 94 
March - 95 
March - 96 
March - 97 
March - 98 
March - 99 
March - 2000 
March - 2001 
C D . Ratio 
72 
70 
67 
60 
56 
53 
48 
44 
42 
41 
41 
Source: Compiled by the research scholar from key Statistics of RRBs 
from 1991-2001 - NABARD, Mumhai. 
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deposit ratio had continuously been declining in each 
successive year. The CD ratio of 72 percent in 1991 has 
gone down to 41 percent in 2001 through a gradual trend. It 
may look like that the RRBs have failed to extend more 
credit compared to deposit. But in the last discussion on 
credit, it has been observe that RRBs were quite successful 
in promotion of credit throughout the period. Infact, it is 
the deposit, which had been increased at such a tremendous 
rate that the increased credit appeared to hold a lower 
proportion to the deposit. 
Recovery Performance of RRBs: 
Handling of rural credit portfolio of several millions 
of loan accounts involves a gigantic task of credit 
monitoring, follow-up and recoveries. Due to conscious and 
concentrated efforts to design appropriate strategies for 
improving the recoveries and keeping the over dues under 
proper control, the bank performance has been improved in 
this respect over the period. 
Table 3.7 depicted the data pertaining to the Demand 
collection, and Balances of RRBs. The amount set out for 
demand during the year 1991 was Rs. 2332 crore of which 
Rs. 1054.59 crore was collected from borrowers. The percent 
of recovery to demand was 45.21 percent. It cannot be 
deemed to be a satisfactory collection. In the year 1992, the 
recovery percent to demand further declined and recorded 
only 40.89 percent. However, from the year 1993, there has 
been a continuous progress in the recovery performance as 
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can be seen from Table 3.7. The d e m a n d set out for 
col lect ion in the year 1993 was Rs. 2726.25, which rose to 
Rs. 8690.79 crore at the end of June 2000. The collect ion 
a m o u n t also showed an increas ing t rend , it was Rs. 1123.49 
in the year 1993, which rose to Rs. 6000.17 crore at the end 
of June 2000. The recovery percent of d e m a n d in the year 
1993 was 41.20 percent , which increased to 69.04 percen t at 
the end of June 2000. It appea r s tha t the RRBs have become 
more concerned with the recovery pe r fo rmances in recent 
yea r s . 
Table: 3.7 
Recovery Performance of RRBs 
Demand, Collection and Balance in RRBs 
Year as at t he 
end of 
June - 1991 
June - 1992 
June - 1993 
June - 1994 
June - 1995 
June - 1996 
June - 1997 
June - 1998 
June - 1999 
June - 2000 
June - 2001 
D e m a n d 
2332.83 
2395.78 
2726.25 
3159.95 
3669.07 
4426.88 
5521.73 
5916.63 
6936.86 
8690.79 
NA. 
C o l l e c t i o n 
1054.59 
979.62 
1123.49 
1460.85 
1870.36 
2439.18 
3144.91 
3575.51 
4445.98 
6000.17 
NA. 
B a l a n c e 
1278.24 
1416.16 
1603.16 
1699.10 
1798.71 
1987.70 
2376.82 
2341.12 
2490.88 
2690.62 
NA. 
P e r c e n t of 
Recovery to 
D e m a n d 
45.21 
40.89 
41.20 
46.23 
50.98 
55.10 
56.96 
60.43 
64.09 
69.04 
NA. 
Source: Compiled by the Research Scholar from key statistics of RRBs - NABARD, Mumbai. 
hI.A=Not Available 
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The gradual increasing trend in recovery reflects their 
success in this regard. However, bank should not be 
satisfied with a recovery rate something around less than 
75 percent. Although, the efforts deserve appreciation but 
trend of improvement must go on in future. 
State - Wise Recovery Performance: 
Table 3.8 presents the state-wise recovery performance 
of RRBs operating in each in same number since 1991. 
According to this table, it is found that Kerala maintained 
first position in recovery of amount throughout the period. 
In the year 1991, its recovery to demand was recorded at 
68.65 percent, which rose to 90.29 percent at the end of June 
2000. Therefore, the management of RRBs of Kerala state 
deserves appreciation. Tamil Nadu and Punjab are also in 
good position. Their recovery to demand was 72.81 percent 
and 56.61 in the year 1991, which were moved to 83.94 and 
85.37, respectively by the end of June 2000. Among other 
states Rajasthan, Andhra Pradesh and Gujarat were also in 
controlled position of recovery of 72.20, 72.59 and 77 
percent, respectively. The other states are in average 
position. They may, therefore adopt the methods and 
techniques of those of Kerala, Punjab and Tamil Nadu in 
order to enhance the pace of recovery of loans. However, 
the state of Tiripura in recovery position is in a very poor 
condition. It has recovered just 8.35 percent in the year 
1991, which marginally increased to 17.80 percent at the 
end of June 2000. This shows that the RRBs of Tiripura 
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Table: 3.8 
States - Wise Recovery Performance of RRBs 
S. No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
Year as at the end of 
States 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Gujrat 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Karnataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipur 
Meghalya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Tamilnadu 
Tiripura 
Uttar Pradesh 
West Bengal 
All India 
June-91 
46.20 
56.27 
38.57 
25.64 
59.66 
39,82 
51.63 
43.65 
51.75 
68.65 
27.15 
30.30 
29.29 
30.12 
63.42 
52.65 
48.08 
56.61 
62.43 
72.81 
8.35 
39.31 
53.76 
45.21 
June-92 
44.92 
29.31 
19.37 
16.55 
49.55 
37.86 
49.38 
34.52 
50.34 
75.17 
34.55 
25.90 
29.29 
27.55 
32.52 
5.49 
45.61 
49.80 
29.72 
73.31 
5.77 
40.76 
28.22 
40.89 
(Figures in 
June-93 
46.80 
45.81 
11.36 
10.59 
56.95 
34.91 
55.50 
17.05 
49.72 
77.57 
28.36 
27.12 
14.25 
22.08 
51.37 
10.84 
47.72 
56.65 
30.90 
62.33 
2.13 
43.18 
27.26 
41.20 
Percent) 
June- 94 
57.12 
46.72 
11.16 
16.27 
59.18 
45.71 
55.67 
25.60 
59.54 
81.55 
34.54 
40.22 
15.16 
26.23 
53.43 
3.07 
48.80 
52.25 
35.04 
68.33 
5.77 
43.69 
30.26 
46.23 
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Table: 3.8 (Contd.) 
J u n e - 95 
57.87 
52.31 
18.38 
20.84 
65.14 
59.79 
65.50 
26.99 
63.14 
83.65 
41.54 
50.92 
15.16 
30.77 
48.21 
9.24 
53.39 
60.55 
44.00 
75.83 
7.41 
48.99 
32.20 
50.98 
J u n e - 96 
58.12 
49.86 
17.36 
28.98 
68.04 
64.00 
66.74 
35.95 
67.92 
84.48 
48.16 
66.59 
17.49 
22.88 
52.22 
8.79 
57.57 
64.42 
50.45 
78.84 
7.10 
50.83 
34.35 
55.10 
J u n e - 9 7 
57.62 
49.70 
24.61 
33.08 
67.88 
75.29 
68.32 
35.17 
72.17 
88.90 
51.94 
52.23 
24.61 
32.05 
63.31 
54.25 
60.07 
70.92 
52.37 
78.84 
10.71 
52.70 
38.92 
56.92 
June - 98 
61.47 
55.17 
29.26 
34.13 
72.33 
72.26 
68.95 
24.23 
70.20 
88.16 
55.33 
62.22 
29.53 
41.19 
58.70 
32.77 
61.62 
72.11 
65.19 
79.37 
11.61 
55.23 
37.99 
60.43 
J u n e - 9 9 
63.04 
54.00 
34.56 
41.80 
74.93 
76.32 
74.28 
41.99 
74.11 
89.98 
58.77 
64.18 
33.69 
41.74 
63.39 
48.84 
63.85 
81.40 
66.56 
80.63 
15.78 
56.21 
43.98 
64.09 
June - 2000 
72.59 
37.69 
38.32 
51.98 
77.00 
79.26 
76.13 
42.28 
77.29 
90.29 
65.46 
66.41 
35.04 
43.18 
53.88 
28.26 
65.64 
85.37 
72.20 
83,94 
17.80 
58.93 
47.36 
69.04 
June -2001 
NA. 
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
NA. 
Source: Compiled from Key Statistics of RRBs - NABARD, Mumbai (from 91 to 2001). 
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State have completely been failed and need special 
treatment by NABARD. 
N o n - Performing Assets (NPAs) of RRBs: 
Whereas there has been a creditably large coverage of 
clients under the credit delivery arrangements of RRBs, the 
persistent of average and poor recovery performance of 
most of the RRBs has been the major weakness affecting the 
development of RRBs as a fairly large proportion of their 
loans and advances are turning out to be non-performing 
assets. Due to the severe impact of NPAs on their 
profitability, the RRBs have become very conscious of 
keeping the NPAs under check and are adopting various 
ways and means to reduce them. Consequently, their NPAs 
have declined year after year. Total elimination of non 
performing assets is not possible in banking business but 
their incidence can be minimised. 
The data about NPAs are available from the year 1996 
because before 1996 such assets did not matter much and 
are depicted in Table 3.9. From the year 1996, the gross 
NPAs shows decreasing trend over each preceding year. It 
was Rs. 3232.32 crore in the year 1996, which reduced to Rs. 
2978.33 crore at the end of March 2001. The gross NPAs in 
terms of average per RRB also reveals a declining trend. 
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Table: 3.9 
Non - Performing Assets (NPAs) of RRBs 
(Rupees in Crore) 
Year as at the 
end of 
March - 96 
March - 97 
March - 98 
March - 99 
March - 2000 
March - 2001 
Gross NPAs 
3232.32 
3210.44 
3237.99 
3161.87 
3041.20 
2978.33 
Average Per 
RRBs Gross 
NPA 
16.49 
16.38 
16.52 
16.13 
15.52 
15.19 
NPA as percent to 
Gross Advances 
43.07 
36.83 
32.84 
27.84 
23.07 
18.83 
Source: Compiled by the Research Scholar from key statistics of 
RRBs from 1991-2001, NABARD, Mumhai. 
The NPAs per RRB reduced from Rs. 16.49 crore in 
1991 to Rs. 15.19 crore at the end of March 2001. However, 
NPAs to gross advances in terms of percentage declined 
remarkably by 43.07 percent from 1996 to 18.83 percent in 
2001. Thus, it exhibits a significant progress towards 
sustain viability and increase profitability of these banks. 
However, the reason behind the declining proportion NPA 
to advances is largely accounted to the fact that advances 
increased almost constant throughout period. So still there 
is enough opportunity left to the bank to reduce their NPAs 
in absolute figures. 
Profitability and Viability: 
Table '3.10 reveals that most of the RRBs were 
incurring losses till March 1995 and huge losses have been 
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a c c u m u l a t e d . At the end of March 1995, the total loss 
i n c u r r e d by 171 RRBs turn ou t to be Rs. 382.29 crore and 
t h u s the a m o u n t of losses was over Rs. one crore per day 
and only 25 RRBs could earn profit of Rs. 23.29 crore . In the 
year 1996, the number r educed to 164 b u t accumula t ed 
losses reached 1686.61 crore. In the year 1997, the n u m b e r 
of loss incur r ing RRBs further r educed b u t the a c c u m u l a t e d 
losses had been jus t doub le and rose to Rs. 3042.67 crore . 
Table: 3.10 
Profit and Loss Position of RRBs 
(Rupees in Crore) 
Year as at the 
end of 
Profit Making 
RRBs 
Number Account 
Loss Incurring 
RRBs 
Number Account 
Total 
Accumulated 
Losses 
March - 91 44 21.47 152 94.05 369.36 
March - 92 23 12.68 173 259.10 621.00 
March - 93 24 13.74 172 325.76 929.74 
March - 94 23 21.91 173 354.87 NA. 
March - 95 25 23.29 171 382.29 1302.53 
March - 96 32 28.96 164 425.65 1686.61 
March - 97 44 69.68 152 881.06 3042.67 
March - 98 126 304.23 70 230.57 3116.20 
March - 99 147 419.69 49 178.10 3100.84 
March - 2000 162 543.52 34 113.55 2978.90 
March - 2001 170 676.47 26 75.85 2792.59 
Source: Statistics on RRBs - NABARD, Mumhai. 
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From the year 1998, the number of loss incurring RRBs 
reduced sharply and it was the first year when profit 
amount was recorded more than the loss amount. In this 
year the 82 RRBs are coming out of red and profit making 
RRBs rose to 126. The profit earned by these RRBs was Rs. 
304.23 crore, however, the accumulated losses increased 
and rose to Rs. 3116.20 crore. In the subsequent years, this 
trend has continued and amount of accumulated losses also 
started declining and by the end of March 2001, the number 
of loss incurring RRBs was only 26, which sustained loss of 
Rs. 75.86 crore and Profit-making RRBs were 170 and 
earned profit of Rs. 676.47 crore. The accumulated losses 
also reduced to Rs. 2792.59 crore. Thus, it shows a ray of 
hope that the RRBs are moving towards the right direction 
of profitability and viability and it may be expected that in 
subsequent couple of years all the RRBs will be out of red 
and will earn attractive profits and write-off accumulated 
losses. 
Conclusion: 
The RRBs have been evolved as the low cost and rural 
based financial institutions eminently suited to implement 
the bankable schemes in the rural areas. The performance 
of RRBs has been remarkable in meeting some of its basic 
objectives. For example, they have succeeded in taking the 
banking services to the doorstep of rural masses to a great 
extent. They also performed well in tackling the problems 
of rural poverty by successfully assisting the various 
development programmes. The total deposit mobilisation of 
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RRBs has increased uninterruptedly during the period. It 
was Rs. 4989.24 crore, which increased to Rs. 38277.78 crore 
by the end of March 2001. The loans and advances deployed 
by it also showing an increasing trend in all respect 
weather it is disbursed to the agriculture sector or the 
industries sector or the service sector. The loans and 
advances during the period 1991 to March 2001 had 
increased from Rs. 535.35 crore to Rs. 15814.89 crore. 
However, profitability and viability of 172 RRBs were 
affected and these were running in losses. One of the main 
reasons was the implementation of the National Industrial 
Tribunal Award to the staff of RRBs, which make them 
equal in terms of pay with other commercial banks. 
The government of India and the RBI have taken 
various measures, such as, permission to lend up to 60 
percent of the incremental credit to the non credit target 
groups, reallocate loss making branches to affluent areas, 
introduction of safe deposit, introduction of non fund 
business through the issue of guarantees, etc. Yet another 
important step was taken by the finance minister to make 
RRBs more viable was restructuring and cleansing up of 
balance sheets. With the implementation of these measures, 
RRBs are coming out of red by the end March 31^^ 2001. As 
many as 170 RRBs have started earning profits and thus the 
accumulated losses started declining. In the forthcoming 
chapter, the Role of Bhagirath Gramin Bank will be 
examined as a case study of the thesis. 
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CHAPTER-4 
ROLE OF BHAGIRATH GRAMIN BANK IN THE 
RURAL DEVELOPMENT OF SITAFUR 
DISTRICT 
In the p reced ing chcipter, the per formance of RRBs 
w a s appra i sed by u n d e r t a k i n g the absolu te p a r a m e t e r s oi 
bank ing efficiency. It is found that a good n u m b e r of RRBs 
are mak ing profit and it may be expected that the RRBs 
could be more r e spons ive to the overall r e q u i r e m e n t s of 
c red i t and s u p p o r t in the process of rural t r ans fo rmat ion 
and rura l d e v e l o p m e n t . 
The p resen t chapter d iscusses the role of Bhagi ra th 
Gramin Bank in the deve lopmen t of Si tapur d i s t r i c t . At the 
ou t s e t we can say that the performance of Bhagi ra th 
G r a m i n Bank is qu i t e impress ive so far as the d e v e l o p m e n t 
of the Si tapur is concerned . Further , we would l ike to 
assess the role of the bank in p rov id ing c red i t for 
s u p p o r t i n g sectors of the economy of Si tapur and i ts role in 
the genera t ion of emp loymen t . 
S o c i o - E c o n o m i c Prof i l e of Si tapur Distr ict: 
Like any other rura l area of the country , a g r i c u l t u r e 
h a p p e n s to be the p r edominan t economic act ivi ty p reva l en t 
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CHAPTER-4 
ROLE OF BHAGIRATH GRAMIN BANK IN THE 
RURAL DEVELOPMENT OF SITAPUR 
DISTRICT 
In the p reced ing chapter , the per formance of RRBs 
was appra i sed by un t ie r tak ing the absolu te p a r a m e t e r s of 
bank ing efficiency. It is found that a good n u m b e r of RRBs 
are mak ing profit and it may be expected that the RRBs 
could be more r e spons ive to the overal l r e q u i r e m e n t s of 
credi t and suppo r t in the process of rural t r ans fo rmat ion 
and rural d e v e l o p m e n t . 
The p resen t chapter d iscusses the role of Bhagi ra th 
Gramin Bank in the deve lopmen t of Si tapur d is t r ic t . At the 
outse t we can say that the performance of Bhagi ra th 
Gramin Bank is qu i te impress ive so far as the d e v e l o p m e n t 
of the S i tapur is concerned . Further , we wou ld l ike to 
assess the role of the bank in p rov id ing c red i t for 
s u p p o r t i n g sectors of the economy of Si tapur and its role in 
the genera t ion of emp loymen t . 
S o c i o - E c o n o m i c Prof i le of Sitapur Distr ict : 
Like any other rura l area of the country , a g r i c u l t u r e 
happens to be the p r e d o m i n a n t economic act ivi ty p r eva l en t 
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in the district of Sitapur. In view of the absence of mines in 
the region and the consequent absence of nearby sources of 
minerals resulting in their paucity, the district lags behind 
from those flourishing in business and exhibiting inciustrial 
progress. The main source of livelihood o[ its inhabitants 
is, therefore, agriculture. By keeping this background, the 
socio-economic profile of district is drawn as follows: 
Geographical Location: 
Sitapur is one of the districts of the Lucknow ciivision 
in central Uttar Pradesh. It is part of Gomti-Ghagra Doab, 
situated between 27 51' and 27 60' degree north lati tude 
o o 
and 81 81' and 81 24' eastern lati tude. It is surrounded bv 
Khiri Lakhinipur in the north-west; Hardoi and Lucknow in 
the south-west, Barabanki and Lucknow in south-east and 
Bhariach in the north-west. The river, Gomti flows from its 
western boundaries in the north-west to south-west 
separating it from Hardoi while Ghagra river separates it 
from Bhariach. 
C l ima te : 
Climate of the district is damp and humid. 
Temperature of the district ranges between a lowest of 6 
degree centigrade to a maximum of 45 degree centigrade. 
The average rainfall of the district is 989-mm. The district 
gets its usual rainfall from the south-west monsoon winds. 
Soils of the district are loam, sandy loam and clay. Such a 
type of soil and the climatic conditions of the district seem 
suitable for the cultivation of wheat, sugarcane, paddy, and 
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raising mango, guava and banana orchards. In addition, the 
climatic conditions are also suitable for the animal 
husbandry activities. 
Land: 
The total geographical area of the district is spread 
over 5721.68 square kilometers, which is 17 per cent and 
1.94 per cent of India (3287263 sq. kms) and Uttar Pradesh 
(294711 sq. kms.) respectively. The district comprises of 
two physical parts: 
(a) Ganjar, the eastern low lying land inter-spread with a 
number of rivers, rivulets and nalas responsible for 
flooding the area during the rainy season. It occupies 
one-third area of the district. 
(b) Uparhar, the western part of the district, which is 
plain land and constitutes two-third area of the 
district. 
The entire part of the district is sloppy from north to 
south. Consequently, all the rivers flow across the district. 
The main rivers of the district are Gomti, Ghaghra, Katha, 
Sarain, Chowka, Kewnthalla, Kahraya and Gobriya. The soil 
of the district is mainly light and alluvial one and hence 
this region is agriculturally very prosperous. The types and 
qualities of soil are: Bhoor (sandy loam), Domat and 
matiyar (clay loam) of which 15 per cent of the land is of 
the first quality, 65 per cent of the second quality and the • 
rest 20 percent is of the third quality. 
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Out of the total geographical area of 5.72 lakh hectare 
of land, the net sown area is 2.54 lakh hectares while the 
net irrigated area is 1.86 lakh hectares. The parentage of 
irrigated area to net sown area is 44.5 percent^ 
Population: 
The total population of the district is 2857010 out of 
which 2516454 (88.08 percent) are living in the rural area 
while 340556 (11.94 percent) in the urban area. The number 
of workers in Sitapur district is 896495 out of which, 645476 
workers are cultivators, of which 89 percent are small and 
marginal farmers, 107579 are agriculture labourers, 62755 
are rural artisans, 35860 are household and cottage 
industr ies ' workers, 1627 are allied activity workers, and 
43198 are in the category of other unspecified workers^. 
Crops: 
Agriculture is the predominant activity prevalent in 
Sitapur district as has been stated above. About 80 percent 
of the population depend on agriculture for their 
livelihood. Usually, there are two major crops: Kharif crop 
sown in the month of July and harvested in October every 
year. It includes paddy, maize, bajra, jowar, soyabean, 
sugarcane, mentha, green fodder, groundnut, etc. The 
second important crop is Rabi, which is sown in the month 
of October and harvested during March / April. It includes 
' Sankhayakia Patrika, Sitapur District, 2000, Published by Rajya Niyojan Saiisthan, UP, p. 25. 
"Population census of India, 1991, Registrar General Office India. 
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wheat, barley, gram, mustard, potato, bur seam, tobacco, 
etci. 
Size of Holdings: 
The agriculture land is distributed among the farmers 
as 392183 farmers own less than 1 hectare land, 89570 
farmers own between 1 hectare to 2 hectare, 44124 farmers 
own between 2-4 hectare and only 9587 farmers own above 
4 hectare land in the district. 
Administrative Set-up: 
The district is divided into five Tehsils for the 
administrat ive purpose, while for the development 
purposes there are 19 communities' development blocks / 
Talukas, which are given below: 
Table-4.1 
Administrative Set-iip 
S.No. 
1 
2 
3 
4 
5 
Name of Tehsils 
Sitapur 
Mahmoodabad 
Sidhauli 
Mishrik 
Biswan 
Name of community 
Hurgaon, Khairabad, Aillia, Leharpur, 
Parsendi. 
Rampur-Mathura, Mehmoodabad, 
Pahla 
Sidhauli, Kasmanda. 
Mishrik, Pisawan, Mehauli, 
Gondlamau, Machhrehea. 
Biswan, Behta, Sakaran, Reosa. 
Source: Potential linked credit plan, district Sitapur, Lucknow, p.5. 
Potential Linked Credit Plan, Sitapur, 2002, NABARD, Lucknow, p. 51 
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There are 2348 inhabited villages, 219 Niyay 
Panchayats, 1754 gram sabhas and 5 Nagar Palikas in the 
district. 
Financial Institutions: 
Sitapur district is well served by the financial 
inst i tut ions. There are four types of government financial 
inst i tut ions viz., Commercial Banks (Cbs), RRBs, District 
Central Co-operative Banks (DCCBs) and Land 
Development Banks (LDBs). In addition to the above, there 
are urban co-operative banks and other small private 
insti tutions functioning in Sitapur district. By the end of 
31^t March 2002, there existed 206 bank branches. Out of 
these bank branches 53 are commercial banks, 107 are RRBs, 
38 are CCBs and 8 are LDBs^ Following table 4.2 depicts 
the location-wise position of these banks. 
Table: 4.2. 
Ke 
No. of banks 
No.of b r a n c h e s 
(a) Rura l Branches 
(b) Semi -u rban 
(c) u r b a n 
Tota l 
y Bankin 
Cbs 
12 
25 
12 
16 
53 
g Statis 
RRBs 
1 
91 
11 
5 
107 
tics 
CCB 
1 
23 
11 
4 
38 
LDB 
1 
-
7 
1 
8 
Total 
15 
139 
41 
26 
206 
Sotirce: Potential linked credit plan, district Sitnpnr, NABARD, 
Lucknow, p. 70. 
As a result of this massive expansion of bank 
branches, the population per bank is 10988 in the district. 
Potential Linked Credit Plan, Sitapur, 2002, NABARD, Lucknow, pp. 70. 
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Out of the total bank branches 67 per cent are si tuated in 
the rural areas. As for the rural population is concerned, 
the population per bank's branch is 18081. 
Besides these institutional agencies, the number of 
Primary Agricultural Credit Societies was 204 by the end of 
31^' March 2002. The PACS are covering all the 2340 
villages in the district. These societies are catering the 
credit needs of the farmers with the concern of DCCB"". 
Assessment of Potentials in Regard to the Uplift of the 
Rural Economy of Sitapur District: 
Assessment of potentials and their analyses have been 
undertaken for all those activities prevalent in the district 
and having a bearing on the development of the district. 
These potentials may be utilised up to the maximum extent 
if due attention is paid in providing the financial assistance 
by the bank. These potentials may be listed under their two 
broad sectors of the rural economy. 
(1) Farm Sector: The economic development of the 
district depends upon the increase of agricultural 
production and productivity. Apart from this, allied 
activities to agriculture are also important to generate the 
supplementary source of income to rural poor. Those 
factors where production credit is required to enable 
farmers to undertake agricultural operation and to generate 
supplementary source of income are discussed below: 
' Potential Linked Credit Plan, Sitapur, 2002, NABARD, Mumbai, p. 71 
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Minor Irrigation: The net cultivated area in the district 
is 422486 hectare, which is 73.8 per- cent oi total area^. 
Water is the essential input to raise the agriculture 
production. In the district water may be available to crops 
in the natural course by rainfall or it may be supplied to 
agriculture fields by the surface water and ground water 
resources by means of canals, rivers, dams, tube-wells, 
wells, pumps, tanks, etc. The supply of water to 
agricultural fields by all the non-natural resources is 
known as irrigation. The present methodology of irrigation 
is classified as: 
(a) Large/Medium irrigation through barrages, ciams, 
canals, etc. 
(b) Minor irrigation through rivulets, pumps, tube-wells, 
etc. 
Due to wide fluctuation in the actual rainfall year 
after year and its erratic nature, majority of the farmers of 
the district depend on minor irrigation. The present 
position of the irrigation sources in the district is as under: 
Table 4.3 shows that out of the net cultivated area 
only 47.69 per cent area is getting the facilities of 
irrigation. There is an urgent need to expedite the 
energisation of pump sets. Advance irrigation can improve 
the economy. This, in turn, ensures greater employment 
opportunities in the rural areas. 
Potential Linked Credit Plan, Sitapur, 2002, NABARD, Munibai. p. 16. 
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Table: 4.3. 
Position of Irrigation in the District 
S o u r c e s 
C a n a l s (Kms) 
Sta te Tube -Wel l s 
Bor ing and Pvt. 
T u b e - W e l l s 
Wel ls 
O t h e r s 
Tota l 
No/Kms 
1092 
679 
83063 
721 
NA 
84463 / 
1092 
Irrigated 
Area 
(In 
Hectare) 
39551 
44898 
113544 
417 
3087 
201497 
% of 
irr igated 
Area 
19.62 
22.20 
56.36 
0.21 
1.53 
100.00 
Source: Potential Linked Credit plans, 2001-2002, NABARD, 
Lucknow, p. 16. 
While the state government and the banks are mainly 
concentrating their efforts to improve the irrigation 
infrastructure, land development is the only bank, which 
has the lions share under this activity. Bhagirath Gramin 
Bank has also been playing a significant role in 
strengthening the irrigation infrastructure. 
Land Development: Land development is one of the 
important activities, which are generally taken up by the 
farmers on barren (usar) land or undulated land. Further, 
this activity can also be undertaken in water logged area or 
drought prone area. As per the topography of the district 2 
blocks viz., Mistrikh and Pisawan have undulated land 
characterised by the shallow sandy soil. Levelling oi land 
in these two blocks will certainly accrue benefits to the 
farmers of these blocks. In this regard, government 
department provides free technical consultancy services. 
126 
The minor irrigation department and Uttar Pradesh Agro 
services provide free boring facilities to the interested 
beneficiaries^. 
Farm Mechanisation: Farm Mechanisation refers to the use 
of mechanical inputs in agricultural activities. These inputs 
are Tractors, Power Tillers, Power thrashers and 
agricultural implements. Mechanisation is crucial for the 
better crop production, utilisation of land and labour 
savings. Though machinery is used with the objective of 
minimising cost, increasing income, minimising losses, 
reducing drudgery in operations, increasing cropping 
intensity, etc. It also helps in value addition and at the 
same time happens to be the source of employment 
generation. 
Plantation and Horticulture: Climatically, the district is 
well suited for many horticultural crops. Important among 
them are mango and guava. The mango orchards are 
situated in Ailia, Khairabad, Persandi, Kasmada, 
Mahmoodabad, Lakharpur, Hargaon, Mohali, Muchhrehtaa, 
Sidhhauli and Biswan blocks; while the guava orchards are 
situated in Mishrikh, Piswan and Gondlamau blocks. 
Banana cultivation is no longer a traditional activity 
whereas the number of blocks like Khairabad, Biswan, 
Mehmoodabad, Reosa, Behta, Sakaran and Laharpur are 
identified for the development of this block. There is also 
the good scope of vegetable crops, e.g., Parwal in the Reosa 
Potential Linked Credit Plan, Sitapur, 2002, NABARD, Munibai, p. 20. 
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blocks and potato almost in the whole district. The climate 
of the district is also good for flower cultivation 
particularly rose and suberose^ The main constraint in 
promoting the horticultural crops in the district happens to 
be the small and marginal farmers constituting about 89.4 
per cent of the population possessing an average land of 
0.62 hectare. As the gestation period is quite long in the 
case of these crops, therefore, these farmers prefer the short 
ciuration cash/food crops. 
Dairy: As far as dairy activities are concerned, the district 
is in a sound position to produce milk and milk products. 
This becomes possible due to the various developmental 
programmes and the availability of bank finances. As per 
the livestock census of 1993, there were 177394 and 135100 
cows and buffaloes, respectively. There are 41 veterinary 
hospitals, 37 livestock development centres, 11 artificial 
insemination centres, 52 artificial insemination sub-centres 
and one animal-breeding farm in the district^. 
Goatary and Piggary: Goat rearing and Piggary are also an 
important subsidiary activity in the district that could be 
taken up by the rural poor. Goats and pigs are prolific 
breeders and they do not require much care in comparison 
to other livestock. It is observed that these animals were so 
far being financed under the IRDP (Integrated Rural 
Development Programme) only. Health care facilities are 
' Potential Linked Credit Plan, Sitapur, 2002, NABARD, Mumbai, p. 25. 
" Livestock census of India, 1993. 
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available in some veterinary hospital as discussed above. 
As per the livestock census of 1993 there were 3.67 lakh 
goats and 0.96 lakh desi and crossbreed pigs in the district. 
Poultry: Poultry is another important activity in the 
Animal Husbandry. Agro-climatic conditions in the district 
are more or less suitable for poultry birds. This activity is 
always associated with high risk although good potential 
exists for this activity in the district. Due to the higher risk, 
a moderate programme is being proposed, which provided 
finance uncier the SGSY (Swarjyanti Gram Swarojgar Yojna) 
to few selected beneficiaries as well as to some of the 
prospective farmers having bearing capacity. As per the 
livestock census of 1993 there were 2.04 lakh birds in the 
distr icts 
Fishery: Another important allied activity to agriculture is 
fish farming. It gives enumerative returns in terms of 
money as well as helping in employment generation in the 
rural as well as in urban areas. The soil and climate of the 
district is well suited for this activity. As per the 
topography of the district, the north and south-eastern 
parts comprising of Behta, Reosa, Sakaran and Rampur-
Mathura blocks, which are low lying areas offer good scope 
for the development of this activity. Furthermore, the 
activity may also be taken up in other blocks of the district 
situated near rivers and rivulets flow such as Biswan, 
Mishrikh, Mehmoodabad, Ailiya, etc. Survey conducted by 
Livestock census of India, 1993. 
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FFDA (Fish Farming Development Authority) reveals that 
ponds covering an area of 2310 hectare out oi which 820 
hectares have been developed and remaining ponds are yet 
to be developed. The demand for fish seeds is being met 
from outside the district although there exists a 
governmental hatchery at Mehmoodabad block. 
(2) Non-Farm Sector: Unemployment in the rural areas is 
a major contributing factor for high incidence of poverty. 
In order to tackle the situation for the development of rural 
non-farm sector, which has the potential for the generation 
oi sizeable number of employment opportunit ies in the 
rural area that assumes greater importance. The rural non-
farm sector of Sitapur district comprises of the following: 
i. Rural Artisans: In rural artisans' group, carpenters, 
cobblers, ironsmiths, handloom weavers and handcrafts ' 
workers are important. There are about 26000 handloom 
weavers in the district. The handloom weavers are 
concentrated in Khairabad, Laharpur, Parsendi, Ailiyar, 
Biswan and Mahmoodabad blocks of the district. Durry 
(Chindi Durry of Biswan and Khairabad are very famous), 
Janta Dhoti, Bed sheet, etc. are the main products of this 
sector. The main mandi (market) for such products is 
situated at Sitapur city, Khairabad and Laharpur blocks 
where buyers come from all over the country^. There is no 
specific Handicraft activity in the district. However, some 
of the common activities being undertaken by individuals 
' Potential Linked Credit Plan, Sitapur, 2002, NABARD, Liicknow, p. 58. 
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are Carpet Weaving, Chicken Work, Ornaments, Artistic 
painting. Bamboo based embroidery, etc. 
ii. Large and Medium Scale Industries: There are 13 
large and medium scale industries. Of these 5 are sugar 
mills (1 closed), 1 Ply Wood factory (closed), 1 Spinning 
Mill (closed), 2 Extraction plants, 1 Vegetable Oil factory, 3 
Flour Mills and 8 Rice Mills. At present the number oi 
people employed are about 6000 and the capital investment 
in this sector is about Rs. 200 crore at current prices. 
iii . Small Scale Industries: There are 4157 Small Scale 
Industries, of these 1,270 are agro-based, 400 are forest 
based, 130 are animal based, 540 are textile based, 94 are 
chemical based, 1032 are engineering allied based, 86 are 
mineral based and 605 are miscellaneous. The SSIs are 
employing about 21000 persons with the total capital 
investment of about Rs. 40 crore^ 
iv. Khadi and Village Industries: There are about 2464 
khadi and village industries. Of these 3 are Khadi, 502 are 
Leather, 308 are Wooden and Iron, 292 are Pulses 
processing, 278 are Bamboo, 260 are pottery, 473 are Fibre, 
30 are oil Ghani, 129 are Gud and Khansari and 189 are 
miscellaneous^. 
V. Services and Business: The activities of trade and 
services are considered in sustaining the development of 
' Potential Linked Credit Plan, Sitapur, 2002, NABARD, Lucknow, p. 60. 
- Ibid 2. 
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/sectors of the district. Trade and services include 
other . 
business industries, retail trade, professional, 
small 
jSport operator, self-employed, education, consumption, 
tran 
ho 
using, etc. It is not possible to standardise the unit size 
nd unit cost of such activities. But, the potential for the 
a, 
development of the sector depends on the effective 
demand, which in turn depends on the purchasing power of 
the people. Since these activities are essentially demand 
based and their potential can be assessed mostly in 
financial terms on the basis of past trend. Likewise, by the 
purchasing power of the people consequent upon the 
development of primary and secondary sectors of the 
economy of the sector can be found out. 
Advent of the Bhagirath Gramin Bank: 
For all round development of the underprivileged 
class of society, stress has been laid on micro level 
planning, taking the district as the unit of planning. In 
view of this end, the concept of Lead Bank Scheme was 
introduced on the recommendations of Gadgil Committee 
and National Credit Council. The concept of the lead bank 
scheme envisages conscious and planned efforts on the part 
of the lead bank and financial institutions to accelerate the 
economic growth of the district and particularly to meet the 
credit need of the weaker section of the society. 
Under the above scheme, Sitapur district was assigned 
to the Allahabad Bank in 1969. An impressionistic survey of 
the district was conducted by the Allahabad Bank during 
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1970-71, with the objective of identifying the growth 
centres for providing increased banking facilities, to reduce 
the coverage of population upliftment, especially, of the 
weaker section of society and ultimately of the district 
onthe whole. Allahabad Bank, as lead bank is sponsoring a 
Regional Rural Bank with its headquarter at Sitapur^. 
The Bhagirath Gramin Bank, sponsored by the 
Allahabad Bank, was established on September 19, 1976 
under sub-section (i) of section-3 of the Regional Rural 
Bank Act, 1976 in Sitapur district, Uttar Pradesh. The Bank 
is included in the second schedule of the Reserve Bank of 
India Act, 1934. It came into existence as the 26"^ in the 
country and 7"^  in the state. The bank's operational area is 
confined only to Sitapur district and now authorised to do 
all types of banking business like other commercial banks^. 
Agriculture is the main source of livelihood of the district 's 
inhabitants as has already been mentioned above. It is 
backward in regard to the commercial and industrial 
activities. Thus, the objective sought to be achieved by the 
bank were: 
(i) To develop the rural economy by providing relatively 
cheaper credit for the growth of agriculture, trade and 
industries in rural areas. 
' Annual Report on Bhagirath Gramin Bank, 1991-1992, P.3. 
- Annual Report on Bhagirath Gramin Bank, 1996-1997. P.5. 
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(ii) To make available credit to vulnerable sections of the 
rural society, viz., small and marginal farmers, agricultural 
labourers, rural artisans and small entrepreneurs. 
The Bhagirath Gramin Bank has adopted service 
approach for producing the best possible economic 
assistance to the local inhabitants under different 
development schemes of the government, imbibing the local 
feel of the co-operatives and banking disciplines of the 
commercial banks. The entire structure of the bank has 
been designed on the low cost profile. 
The Bhagirath Gramin Bank is a joint venture of the 
government of India, government of Uttar Pradesh and 
Allahabad Bank. It has authorised capital of Rs. 500 lakh, 
out o[ which the paid up capital is Rs. 100 lakh subscribed 
by the central government, sponsor bank and state 
government in the ratio of 50:30:15, respectively^. 
Branch Expansion: The first branch oi Bhagirath Gramin 
Bank was opened on 20''^  September 1976 at Machhretha 
covering full block, where villages have been adopted for 
intensive finance. The second branch of the bank was 
opened on 21^' September 1976 at Parsendi, the block 
headquarters . The third branch was opened on 25"^ 
November 1976 in Sadma village under Gondlamau block, 
which was unbanked centre, the fourth was opened on 27"' 
November 1976 in the village Sarayam Raja Sahab, and the 
fifth branch was opened on 28"^ December 1976 at 
Annual Report on Bhagirath Gramin Bank, 1996-1997. P.6. 
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Bargawan in Mahali block. Thus, by the end of December 
1976, only 5 branches of the bank could be opened. 
Thereafter, the branch expansion programme made a 
significant progress. There were 23 branches operating at 
the end of 1977. It increased to 30 in 1978 and 51 in 1979, 
which shows that the branches of the bank increased more 
than two times in just two years' time. The number of 
branches was 69 in 1980, which rose to 108 at the end of 
1985. It shows an increase of 57 per cent from 1980 to 1985^. 
It was the saturation point in branch expansion, and till 
1996-97 the number of branches neither increased nor 
decreased. In 1996-97 two branches were amalgamated due 
to which 107 branches in place of 108 branches are 
functioning in the district. Of 107 branches 5 are in urban, 
11 in semi-urban and 91 branches in rural areas at the end 
of March 20012. 
Performance of Bhagirath Gramin Bank-An Overview: 
The performance of Bhagirath' gramin Bank from 
1990-1991 to 2000-2001 in absolute parameters of banking 
efficiency is quite impressive in spite of prevailing cut-
throat competition between the banks. The performance of 
the Bhagirath' Gramin Bank has been appraised in terms of 
eight absolute parameters, which are: deposit mobilisation, 
credit deployment, CD ratio, recovery, NPAs, total 
expenditure, total income and profit / loss. 
' Annual Report on Bhagirath Gramin Bank, 1985-1986, P.3. 
" Annual Report on Bhagirath Gramin Bank, 1996-1997, P.6. 
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Table 4.4 shows that aggregate deposit and aggregate 
advances exhibit an increasing trend. The deposit mobilised 
till 1990-1991 was Rs.70.60 crore that grew to Rs.367.65 
crore at the end of March 2001. The amount of aggregate 
advances moved from Rs. 27.54 crore in 1990-1991 to Rs. 
71.10 crore as on 31^' March 2001. The growth of these two 
parameters indicate that the Bhagirath Gramin Bank 
recorded success in providing ample opportunit ies to rural 
people ior increasing the saving habits as well as in 
disbursing loan for productive purposes. 
Credit deposit ratio is the next parameter to appraise 
the performance of RRBs. From Table 4.4 it may be 
observed that the CD ratio declined continuously. It was 
39.01 per cent in 1990-1991, which reduced to 19.34 percent 
by the end of March 2001. It indicates that bank is in 
hesitating states in preparation of effective credit 
deployment scheme due to the lack of infrastructure, 
economic, and attitudinal factors. These factors are the 
necessary adjustments for the introduction of successful 
credit projects. 
Recovery of loans has always been a big problem for 
the banks. Bhagirath Gramin Bank is very conscious in 
launching the recovery drives for bringing about 
improvement in the recovery of bank dues. Recovery camps 
were organised in which senior officers were posted at the 
Head o[iice Level including the Chairman and Area 
Managers who also participated in the recovery drive. 
Besides serving recovery notices, personnel contracts were 
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made with the defaulters of the bank. As a result of the 
above efforts, the bank in its recovery performance has 
improved over each preceding year. An analysis of Table 
4.4 shows that the percentage recovery of over dues has 
been increasing. In the year 1990-1991, the per cent of 
recovery to demand was recorded as 49.97 per cent that 
rose to 74.19 per cent by the end of June 2000. The amount 
o[ non-performing assets was also reduced from Rs. 19.49 
crore in 1997 to Rs. 15.15 crore by the end oi March 2001. 
The expenditure incurred by the bank in respect of 
cost of deposit, refinance, and cost of operation during the 
year 1991 was Rs. 6.11 crore, which increased to Rs. 28.36 
crore in the year 2001. The income earned by the bank in 
1991 was Rs. 6.96 crore, which went-up to Rs. 47.98 crore. 
The Bhagirath Gramin Bank has kept itself in the list 
of profit making RRBs even when 88 percent RRBs were 
incurring losses. The amount of profit of Bhagirath Gramin 
Bank kept on increasing every year from 1991 to 2001. It 
was Rs. 0.85 crore in the year 1991, which rose to Rs. 19.62 
crore at the end of March 2001. 
Bhagirath Gramin Bank and Rural Development: 
Banks' role in the rural development is unavoidable 
mainly in those areas where majority of the rural 
population consists of small and marginal farmers, landless 
labourers and rural artisans. Sitapur district, which is 
agriculturally predominant, is in the list of such areas. The 
role of Bhagirath Gramin Bank in uplifting the rural 
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economy is examined. This is done by undertaking the 
deposit mobilised and the credit deployed by the banks to 
agriculture as well as to all other activities prevalent in the 
district and having a bearing on all the rural developments. 
Deposit Mobilisation: The bank with its enthusiastic 
efforts has succeeded in motivating and inculcating 
banking and saving habits for safety of the cash amongst 
the rural folks. 
Table 4.5 reveals the number of deposit accounts, total 
deposit mobilised, growth percent and category-wise 
deposit mobilisation made by the bank from 1991 to 2001. 
The number of account for the year 2000 and 2001 and 
category-wise deposit amount of 1991 are not available. The 
table also reveals that the number of account increased in 
each subsequent year in good numbers. They were 479232 
in the year 1991, which rose to 847112 at the end of March 
1999. The amount of deposit had also increased over each 
subsequent year during the period under study. In the year 
1991, bank mobilised Rs.70.60 crore, which rose to Rs. 
367.65 crore by the end of March 31^S 2001. The growth of 
deposit mobilisation shows a fluctuated trend throughout 
the period. The highest growth of 23.52 was registered 
during 1996 and the lowest growth of 9.13 percent had been 
recorded during the period 1992. The analysis of category-
wise deposit of the bank shows that the most popular 
account among the depositors o^ the Bhagirath Gramin 
Bank is the saving deposit account. The amount under the 
saving deposit account shows an increasing trend 
139 
u 
O 
tu 
0 
o 
o 
01 
n 
U 
U 
X 
ft 
bC 
> 
CD 
o 
a 
• t-( 
in 
O 
tu 
O) 
Q 
o 
H 
(75 
c 
o 
< 
"4-1 
o 
6 
Z 
a; 
c j O 
tn 
H 
< 
< 
< 
1 
o 
o 
C O 
CTN 
I N 
t - i 
O N 
r -
U 
- 3 
- 3 
CO 
IT) 
O 
c< 
IN 
CN 
\o 
i n 
r - l 
IT) 
r-l 
ON 
CO iS 
r-l 
i n 
i-i 
C O 
C O 
i-i 
o 
1—1 
LO 
0 0 
i n 
CO 
CT^ - — 
CTN 
<^ i n 
r-H 
r - l 
ON 
r - l 
O N 
N £ ) 
d 
(N 
O O 
o 
N O 
U 
5 
8 ^ 
o6 1£^  
r - l 
C O 
tN 
r H 
ON 
t - i 
OO 
i n 
O O 
N O 
N O 
m 
ON 
I-' 
5 ^ 
CO o 
CNJ IN' 
N O N : _ > 
(N 
i n 
C O 
CNJ 
N O 
iri 
r H 
NO 
CN 
CO 
t N 
r H 
I N 
NO 
O N 
<-• 
U !-
r^ i n 
q IN 
N O 
^ • ^ • 
CO ^ 
i-^ i n 
r H ^ — 
O N 
OO 
r-t 
I N 
0 0 
0 0 
o 
c^^ 
NO 
NO 
NO 
OO 
NO 
IN 
tN 
ON 
r-' 
U 
5 
^ CO 
0 0 i - i -
f-J i n 
N O ON 
2 ] i n 
ON 
0 0 
CNt 
0 0 
NO 
NO 
i n 
CN 
r-i 
O N 
t N 
0 0 
CO 
O N 
r -
2 » 
l ^ CO 
ON i > : 
^ i n 
tN 
r H 
i n 
r H 
CO 
NO 
iri 
O N 
CNI 
(N 
r-l 
r H 
tN 
00 
O N 
ON 
1— 
U 
CN ^£ , 
ON (^J 
OO i n 
r H ^ ^ 
NO 
O 
O l 
CO 
CO 
CO 
< 
o 
o 
o 
(M 
r -
U 
5 
tN ^ 
£ j CO 
l ^ . CO 
0 0 
ON 
r H 
i n 
N O 
tN 
N O 
C O 
< 
z 
o 
o (N 
r -
6 
o ' 
5 
^ 
o 
>!; 
;-JS 
a 
u U) 
u 
ta 
01 
I/) O) 
ci; 
OJ 
f1 
.^ -^  / 3 
T ) 
Ol 
-75 
U^ 
o 
U 
V 
u 
u 3 
O 
__ 
"O 
O ' 
^ 
^ 
^ 
^ 
^ 
^ 
Wj 
CLJ 
<^ J 
-^  
C:: 
- C 
-^. 
• — 
^ 
6<1 
U . 
Q; 
O 
2 
throughout the period. It was Rs. 46.42 crore in the year 
1992, which rose to Rs. 210.75 crore by the end of March 
2001. The average share in the total deposit of this account 
during the period under study was recorded as 57.64 
percent. The second place is occupied by the fixed deposit 
account. The amount under this account increases from Rs. 
25.92 crore in 1992 to Rs. 122.23 crore by the end March 
2001. The average share in the total deposit of the fixed 
deposit account was recorded as 34.32 percent during the 
said period. The current deposit account, which is mainly 
for business class also shows an increasing trend 
throughout the period. Under this account Rs. 4.71 crore 
was mobilised till 1991, which increased to Rs. 34.67 crore 
by the end of March 2001. Its average share is just 8 percent 
of the total deposit during the period under review. An 
aggregate amount of the deposit had increased by more 
than five times during the period under investigation. 
Credit Deployment: In order to increase production and 
productivity in agriculture and agricultural allied sector 
and to generate new avenue for employment in non-farm 
sector, credit plays a pivotal role. All those activities, 
which are being financed by the Bhagirath Gramin Bank can 
be classified into two broad sectors as indicated below: 
(1) Farm Sector 
i) Crop loan (Short term) 
ii) Term Loan (Medium and Long Term Period) 
141 
a) Agriculture Investment 
b) Allied Activities 
(2) Non-Farm Sector 
i) Rural Artisans and Rural Industries 
ii) Service and Business 
(1) Farm Sector: 
The Bhagirath Gramin Bank deploys credit to the farm 
sector in order to increase production and productivity. 
Under this sector, credit deployed by the bank is meant to 
meet the cost of cultivation, i.e., crop loan and agriculture 
investment, and also to generate subsidiary source of 
income to farmers, i.e., allied activities to agriculture. 
Credit deployed by the bank for each oi these purposes has 
been examined below: 
i) Crop Loans: The economic development of Sitapur 
district depends upon the increase of agriculture 
production and productivity of the total working force of 
72.5 percent farmer. It is noteworthy that the majority of 
the farmers belong to the category of small and marginal 
farmers^ Therefore, crop loan is required to enable them to 
undertake the agricultural operation and use of quality 
seeds, fertilisers, pesticides, insecticides, etc for raising the 
crops. Table 4.6 shows the amount of outstanding crop 
loans made by the banks. It also reveals that the crop loan 
Potential Linked Credit Plan Sitapur 2002, NABARD, Liicknow, p. 51 
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shows an increas ing t rend till 1996. It was Rs. 4.97 crore in 
1991, which rose to Rs 11.02 crore by the end of March 
1996. From Rs 11.02 crore the amoun t oi o u t s t a n d i n g crop 
Table: 4.6. 
Outstanding Crop Loan 
(Rs. in Crore) 
Year 
As at the end of 
March - 91 
March - 92 
M a r c h - 93 
March -94 
March -95 
March -96 
March -97 
March -98 
March -99 
March -00 
March -01 
Amount 
4.97 
5.64 
7.14 
9.03 
10.65 
11.02 
10.30 
9.97 
10.76 
11.95 
14.02 
% share in total 
advances 
18.05 
19.09 
21.40 
24.00 
24.71 
23.64 
21.72 
20.35 
20.31 
20.02 
19.72 
Source: Compiled from Annual Report of Bhagirnth Grnmin Bank. 
loan came down to Rs. 9.97 crore at the end of March 1998. 
Subsequen t ly , the a m o u n t of crop loan showed an 
increas ing t rend and even tua l ly reaching Rs. 14.02 crore by 
the end of March 2001. It is ind ica ted that the v o l u m e of 
o u t s t a n d i n g crop loan increased rap id ly w i th s l ight 
f luc tua t ion th roughou t the per iod unde r s t u d y . The share 
pe rcen t of crop loan to the total advances was h ighes t of 
24.71 per cent in 1995 and lowest of 18.05 was in the year 
1991. It is also not iceable that since 1995 share of crop loan 
to total advances decreases con t inuous ly till the end of the 
per iod unde r cons idera t ion . 
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ii) Term Loan: Under the term loan bank provided finance 
to medium as well as to long-term period in respect of 
agricultural investment and allied activities to agriculture. 
a) Agriculture Investment: The term loan under agriculture 
investment is provided for the purpose of minor irrigation, 
farm mechanisation, land development, plantation and 
horticulture, etc. The Bhagirath Gramin Bank has financed 
the Land Development programme to Command Area 
Development Authority and to some individual farmers for 
the improvement and conservation of undulate land. Table 
4.7 shows the advances made by the Bhagirath Gramin Bank 
to agriculture investinent. The bank outstanding advances 
to Minor Irrigation shows fluctuated trend till 1995. 
Afterward, its shows a declining trend throughout the 
period. The amount of outstanding loan was Rs. 2.19 crore 
in 1991, which reduced to Rs. 1.99 crore by the end of 
March 1999. The amount of advances made by bank to 
purchase Bullocks and Agricultural Implements showed 
fluctuated trend. It was Rs. 0.35 crore 1991, through some 
ups and downs came to Rs. 0.43 at the end of March 1999. 
To purchase Dunlop + Bull, the amount of loan shows 
increasing trend till 1994, afterward, its shows a declining 
trend. It was Rs. 2.97 crore 1991, which increased to Rs. 
3.67 crore in 1994 and finally it reduced to Rs. 2.68 crore by 
the end of March 1999. The credit deployed by the bank to 
purchase Tractors shows an increasing trend throughout 
the period under study. It was Rs. 0.65 crore in 1991 that 
rose to Rs. 5.66 crore by the end of March 1999. The 
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advances made to plantation and horticultural crops shows 
an increasing trend throughout the period. It was Rs. 0.11 
crore in the year 1991, which increased to Rs. 0.29 crore by 
the end of March 1999. 
The volume of total advances made by the bank to 
agricultural investment increases rapidly during the 
period. It was Rs 6.36 crore in the year 1991, which went-up 
to Rs 14.28 crore at the end of March 2000. 
Table: 4.7. 
Outstanding Term Loan to Agriculture Investment 
(Rs. in crore) 
Year as 
at the 
end of. 
Mar-91 
Mai-92 
Mar-93 
Mar-94 
Mar-95 
Mar-96 
Mar-97 
Mar-98 
Mar-99 
Mar-2000 
Mar-2001 
Minor 
irrigation 
2.19 
2.75 
2.57 
2.48 
2.73 
2.49 
2.20 
1.96 
1.99 
N.A 
NA 
Bullocks 
+Ag. 
Implemen 
ts 
0.35 
0.60 
0.51 
0.49 
0.48 
0.42 
0.36 
0.37 
0.43 
N.A 
NA 
Diuilop 
+ Bull 
2.97 
3.45 
3.58 
3.67 
3.63 
3.25 
2.97 
2.77 
2.68 
N.A 
NA 
Tractors 
0.65 
0.68 
1.59 
2.23 
3.32 
4.36 
4.55 
4.93 
5.66 
N.A 
NA 
Plantation/ 
Horticviltiire 
0.11 
0.13 
0.14 
014 
0.20 
0.22 
0.23 
0.21 
029 
N.A 
NA 
Total 
6.36 
7.63 
8.39 
9.01 
10.36 
10.75 
10.23 
10.24 
11.05 
12.16 
14.28 
% share in 
Total 
Advances 
23.09 
25.03 
25.15 
23.94 
24.04 
23.06 
21.58 
20.90 
20.86 
20.33 
20.09 
Sotirce: Compiled from the Anntial Reports of Bliagirath Gramin 
Bank. 
The percent share of agricultural investment to total 
advances shows fluctuated trend. Its share was 23.09 
percent in 1991, which rose to 25.15 percent in 1993. 
Afterwards it declined continuously and came down to 
20.09 percent at the end of March 2001. 
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b) Allied Activities: In the district, the allied activities 
include dairy, goatary, piggery, poultry, fisheries, etc. 
There is a good scope for the allied activities and these are 
the significant sources of supplementary income for the 
rural as well as the urban inhabitants. Table 4.8 shows the 
credit deployed by the bank to allied activities. The amount 
of advances made by the bank to develop Dairying showed 
a rising trend and it showed an increase from Rs. 2.91 crore 
in 1991 to Rs. 6.01 crore by the end of March 1999. The 
advances made to promote Goatary shows a fluctuated 
trend. It was Rs. 0.44 crore in 1991, which increased 
marginally to Rs. 0.46 crore by the end of March 1999. 
Table: 4.8 
Outstanding Advance to Allied Activities 
Year as at 
the end of 
Mar - 91 
Mar - 92 
Mar - 93 
Mar - 94 
Mar - 95 
Mar - 96 
Mar - 97 
Mar - 98 
Mar - 99 
Mar - 00 
Mar - 01 
Dairy 
2.91 
3.34 
4.41 
5.03 
6.07 
5.76 
5.47 
5.61 
6.01 
NA 
NA 
Goatary 
0.44 
0.49 
0.48 
0.45 
0.47 
0.45 
0.42 
0.43 
0.46 
NA 
NA 
Piggery 
0.39 
0.42 
0.45 
0.48 
0.49 
0.46 
0.43 
0.46 
0.53 
NA 
NA 
(R 
P o u l t r y / 
fishery/other 
0.09 
0.12 
0.18 
0.24 
0.24 
0.39 
0.19 
0.28 
0.35 
NA 
NA 
ipees in 
Total 
3.03 
4.37 
5.52 
7.00 
7.28 
7.06 
6.51 
6.78 
7.31 
7.90 
9.26 
Crore) 
% share 
in total 
advances 
13.91 
1479 
16.55 
18.60 
16.89 
15.15 
13.73 
13.84 
13.80 
13.22 
13.03 
Source: Compiled from the Annual Reports of Bhngirat Graniin 
Bank. 
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The advance made to promote piggery also showed a 
fluctuated trend. It was Rs. 0.39 crore in 1991, which 
increased to Rs. 0.53 crore by the end of March 1999. The 
amount of advances made for the purpose of Poultry, 
Fishery and Other Activities showed an increasing trend 
throughout the period. It was Rs. 0.09 crore in 1991, which 
rose to Rs. 0.35 crore by the end of March 1999. 
Table 4.8 reveals that the total advances made to 
allied activities shows a fluctuated trend. It was Rs 3.83 
crore in the vear 1991, which increased to Rs 7.28 crore in 
1995. During the period 1996 and 1997 it reduced 
marginally and afterwards it showed a continuous increase 
until it rose to Rs. 9.26 crore by the end of March 2001. The 
percentage share of this sector in total advances as per the 
above table shows an increasing trend till 1994. It was 
13.91percent in the year 1991, which went-up to 18.60 
percent in 1994. Afterwards it shows a declining trend and 
its share in the total advances came down from 16.89 
percent in 1995 to 13.03 percent by the end of March 2001. 
2. Non-Farm Sector 
The growth of economy of the district basically 
depends on the performance of agriculture. Nearly 80 
percent of the population depends on agriculture for their 
livelihood. As per the 1991 census, out of the total 
population of 28.57 lakh the number of workers is 8.96 lakh 
out of which 7.55 lakh are either agriculturist or 
agricultural labourers. Only 1.41 lakh depends on the Non-
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Farm activities for their livelihood. But from the past 
couple of years the Non-Farm sector (NFS) received much 
attention as majority of the farmer own small piece oi land. 
An excessive dependence on agriculture has resulted in 
unemployment or under employment. Agriculture sector is 
not in a position to absorb any worker due to 
mechanisation being done in this sector. Therefore, this 
sector assumes an utmost importance. This sector may 
broadly be classified into two parts viz., 
i) Rural Artisans and Rural Industries 
ii) Services and Business. 
(a) Rural Artisans and Rural Industries: 
Table 4.9 presents the outstanding advances made by 
the banks to the rural artisans and rural industr ies . It is 
seen that the outstanding loans in the year 1992 were Rs 
0.48 crore that went up to Rs 4.88 crore. It has recorded a 
rising trend in each successive year. Credit support to rural 
artisans and rural industries is an urgent need to create 
new avenues of employment. 
Bhagirath Gramin Bank in its credit disbursement 
scheme has been going in the right direction. The 
percentage share of this sector to total advances also 
showed an increasing trend. It was recorded just 1.62 
percent, which rose to 2.18 percent in 1994, but in 1995 it 
showed a decline marginally as 1.99 percent during the 
year 1995. Afterward, its share increased sharply and it 
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moved up to 6.87 percen t at the end of March 2001. in v iew 
of the huge po ten t i a l of this sector an amoun t of 4.88 crore 
appea r s to be far from sat isfactory. 
Table: 4.9. 
Outstanding Advances to Rural Artisans and Rural Industries 
(Rupees in crore) 
Year as at the 
end of 
March - 91 
March - 92 
March - 93 
March - 94 
March - 95 
March - 96 
March - 97 
March - 98 
March - 99 
March - 00 
March - 01 
Amount 
N.A 
0.48 
0.52 
0.82 
0.86 
1.15 
1.64 
2.52 
3.25 
3.92 
4.88 
% share in 
total advances 
N.A 
1.62 
1.56 
2.18 
1.99 
2.47 
3.46 
5.14 
6.13 
6.56 
6.87 
Source: Compiled from the Annual Reports of Bhngirat Gramin 
Bank. 
ii) Services and Business: The advances m a d e by 
Bhagi ra th Gramin Bank to p romote services and smal l 
bus inesses have been shown in Table 4.9. The table revea ls 
that the a m o u n t of loan was Rs. 9.86 crore in 1991, which 
rose to Rs. 14 crore by the end of March 2001. In te rms of 
pe rcen tage the share of services and bus iness to to ta l 
advances show a decreas ing t rend. It was recorded as 35.80 
percen t in 1991, which reduced to 19.69 percent by the end 
of March 2001. The decl ine in p ropor t ion is no t iceable . 
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Table: 4.10. 
Outs tanding Advances to Service and Small B u s i n e s s 
(Rupees in crore) 
Year as at the 
end of 
March - 91 
March - 92 
March - 93 
March - 94 
March - 95 
March - 96 
March - 97 
March - 98 
March - 99 
March - 00 
March - 01 
Amount 
9.86 
8.70 
8.61 
8.90 
10.17 
10.80 
10.96 
10.83 
11.21 
11.97 
14.00 
% share in total 
advance 
35.80 
29.45 
25.01 
23.65 
23.60 
23.17 
23.11 
22.10 
21.16 
19.98 
19.69 
Source: Compiled from the Annual Reports of Blingirat Graniiii Bank. 
Loan for Other Purposes: 
Loan disbursed by the bank for other purposes include 
acivances to staff against bank deposit, government 
securities, landlord oi bank premises, bills receivable, etc. 
These purposes come under the non-priority sectors of the 
bank credit scheme. Table 4.11 shows the credit deployed 
by the bank for other purposes and percentage share in the 
total advances. The table reveals that the volume of credit 
increases with slight fluctuation throughout the period 
under study. It was Rs. 2.47 crore in the year 1995. From 
the year 1996, the volume of credit increases rapidly from 
Rs. 5.67 crore to Rs 14.62 by the end of March 2001. The 
percentage share to total deposit shows shared fluctuation 
trend during the period 1991 to 1995. Its share was 8.97 
percent in 1991, which increased to 10.32 percent and in 
last three years it continuously declined and recorded as 
8.75 percent in 1995. 
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Table: 4.11. 
Outstanding Loans for Other Purposes. 
(Rs. In crore) 
Year as at the 
end of 
March-91 
March-92 
March-93 
March-95 
March-96 
March-97 
March-98 
March-99 
March-00 
March-01 
Amount 
2.47 
3.05 
3.18 
3.77 
5.67 
7.77 
8.66 
9.39 
11.90 
14.62 
% Share in total 
advances . 
8.97 
10.32 
9.53 
8.75 
12.16 
16.39 
17.67 
17.73 
19.90 
20.56 
Source: Compiled from the Aiiininl Reports of Blingirnt Grnmiii Bank. 
Afterward, its share to the total deposit increased sharply 
and from 12.16 percent in 1996, it rose to 20.56 percent at 
the end of March 2001. 
Bhagirath Gramin Bank and Government Sponsored 
Rural Development Programmes: 
The development programmes implemented by the 
government of India in the rural development of the 
district are given as follows: 
(1) Integrated Rural Development Programme (IRDP): 
The programme was launched in the district during 1978-
79. Under this scheme the schedule caste and schedule 
tribes are the major beneficiaries. It has, therefore, been 
laid down that as much as 50 percent of all the families 
assisted are drawn from the schedule caste and schedule 
tribes. The financing of women borrowers is also taken care 
of under this programme. Identified beneficiaries are 
provided subsidy for the activities relating to agriculture 
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and allied activities to agriculture, rural, and cottage 
industry in secondary sectors. The selected activity should 
have the potential to generating substantial incremental 
income and the beneficiaries should have the recjuired 
apt i tude for the activity. Potential beneficiaries are being 
given training in the activities for which assistance is 
provided. During the year 1996-1997 and 1997-1998, the 
bank extended financial help to target groups to the tune of 
Rs. 169 lakh and Rs. 163 lakh. However, the government of 
India merged it with the Swarnajayanti Gram Swarojgar 
Yojna (SGSY) on April 1, 1999^. 
(2) Special Component Plan: The programme is aimed at 
persons belonging to the schedule caste and schedule tribes 
living below the poverty line. Under this scheme the 
government provides subsidy 50 percent of the project cost 
subject to a maximum ceiling of Rs. 6000 per beneficiary 
margin money to the extent of 25 percent of the project cost 
is also available to the beneficiaries at the 4 percent 
interest rate. Under the scheme, Bhagirath Gramin Bank 
extended the financial assistance to identified target groups 
to the tune of Rs. 14.0 lakh and Rs. 8 lakh during the period 
1999-2000 and 2000-2001, respectively2. 
(3) Swarnajayanti Gram Swarozgar Yojna (SGSY): 
Government of India launched a new programme as SGSY 
with effect from 1^' April, 1999 by restructuring the various 
self employment programmes implemented earlier viz.. 
Compiled from the Annual Report of Bhagirath Gramin Bank. 
- Ibid. 
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IRDP, TRYSEM, DWACRA, SITRA, GKY and MWS in order 
to avoid multiplicity of various programmes, which 
resulted into lack of social intermediation and absence of 
desired linkages among these programmes. The objective of 
the SGSY will be to bring the assisted poor families above 
the poverty line in three years by providing them the 
income generating asset through a mix of bank credit and 
government subsidy. Bhagirath Bank had provided 
financial help to the extent of Rs 68 lakh and Rs 62 lakh 
during the year 1999-2000 and 2000-2001, respectively!. 
Bhagirath Kisan Card Scheme: 
In terms of the guidelines received from the 
government of India and NABARD, the bank has launched 
the scheme of Bhagirath Kisan Card on 24*1^  August 1999. 
Features of Kisan Credit Card (KCC) 
- Eligible farmer will be provided KCC and a passbook or 
card-cum-pass book. 
- Revolving cash credit facility allowing any number of 
withdrawals and repayments within the limit. 
- Entire production credit needs for full year plus 
ancillary activities related to crop production to be 
considered while fixing the limit. In due course, the 
allied activities and non-farm short term credit needs 
mav also be covered. 
Annual Report on the Bhagirath Graniin Bank, 2000-2001, p. 24. 
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- Limit to be fixed on the basis of operational land 
holding, cropping pattern, and scales of finance. 
- Seasonal sub-limits may be fixed at the discretion of 
bank. 
- Limit is valid for 3 years subject to annual review. 
- Conversion/reschedulement of loan is also permissible 
in case of damage to crops due to the natural calamities. 
- As incentive for good performance, credit limit could be 
enhanced to take care of the increasing cost, change in 
cropping pattern, etc. 
- Security, margin, and rate of interest as per RBI norms. 
- Operation may be through the issuing branch/PACs or 
through the designated branches at the discretion of the 
bank. 
- Withdrawals through sl ips/cheques accompanied by the 
card and passbook. 
- Personal accident insurance of Rs. 50000 for death and 
permanent disability and Rs. 25000 for partial disability 
available to KCC holder at an annual premier of Rs. 15 
per annum. 
The Bhagirath Gramin Bank during the period 1999-
2000 issued 1134 Kisan Cards amounting to Rs. 396.33 lakh, 
while 8909 Kisan Cards were issued to the tune of Rs. 1830 
lakh during the period 2000-2001 resulting in a total of 
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10043 Kisan cards for Rs. 2226.33 lakh issued as at the end 
of March 2001^. 
Self Help Groups: 
In pursuance of providing low cost credit facilities to 
the poor by the Rural Banks, the NABARD has established 
SHGs in the year 1993. The important features of the 
scheme are low operating expenses, providing early need 
based credit facility to rural poor, enhancing security of the 
loan, and. ensuring its recovery. NABARD has included 
Bhagirath Gramin Bank under the SHGs Scheme involving 
its Kazikamal- pur, kachnar, Rajpur, Hussainganj, and 
Barajlalpur branches. The total branches have formed 500 
SHGs out of which 387 SHGs have been linked with various 
branches of the Bank. The financial assistance to the tune of 
Rs. 55.11 has been sanctioned to the SHGs linked^. 
Social Obligations of Bank: 
Following the tradition of the past, the bank has 
rendered its services to discharge its social obligations in 
the following manner^: 
(1) Sugarcane price payment to the growers, through the 
said Branches. 
(2) Disbursement of salary to teachers and home guards. 
Annual Report of Bhagirath Gramin Bank, 2000-2001, p. 24. 
Annual Report on Bhagirath Gramin Bank, 1997-1998, p. 20. 
Ibid. p. 28. 
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(3) Payment of pension to farmers, old aged persons, 
widows disabled and retired teachers. 
(4) Payment of Scholarship to students belonging to 
schedule cast / schedule tribes, backward, and 
minority communities. 
(5) Scholarship payment to ward of disabled and 
scavengers. 
(6) Payment of honorarium to 'Angarbari ' Workers and 
their assistants. 
Problems of Bhagirath Gramin Bank: 
There are many hurdles, which stand in the way of 
smooth working of the Bhagirath Gramin Bank. One of the 
important problems of Bhagirath Gramin Bank emanates 
from the very nature of multi-agency control between the 
central government, state government, and the sponsor 
bank. This multi-agency control created a number of 
difficulties. First, there is lack of uniformity in the 
functioning of bank, a lack of adequate support from the 
state government, and a lack of proper monitoring by the 
sponsor bank. Secondly, recruitment of staff has a lot of 
urban bias, which did not create sufficient confidence 
amongst the rural poor. 
In spite of implementing the number of recovery 
measures the problem of over dues still persists. The 
reasons of high incidence of over dues are contributed by 
the internal and external factors. Internal factors include 
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the defective loan policy, the lack of effective control, 
improper use of loan, and apathy towards recovery. Among 
the external factors, the major contributing features are the 
political interference, wilful default, natural calamities, 
and the lack of legal and administrative support from the 
state governments. 
As the bank is established to cater the credit needs of 
the vulnerable section of the society, the deposit 
mobilisation has not been their principal aim. Inculcating 
the saving habits among the rural masses has not only been 
fruitful for them but also make the bank self-reliant. The 
Bhagirath Gramin Bank has made significant progress in 
inculcating thrift and saving habits among the rural folks 
but it is yet to become self-reliant. The reason for the 
inadequacy of deposit mobilisation is the area of operation 
as it is confined to a district only. In district the numbers of 
people are poor. Their earning are low thus, they unable to 
save anything which could be deposited in the bank. 
Therefore, due to inadequate deposit mobilisation the bank 
is heavily reliant upon the external financing agencies like 
the sponsor banks and the NABARD for the said purposes. 
Under developed rural infrastructure is the major 
constraint in the credit programme of these banks. There is 
a deplorable condition of rural transportation and 
communication, un-potential market yards, pathetic power 
supply to farm and non-farm sectors, especially in the 
remote villages. Due to these problems the poor people are 
not able to invest the borrowed capital from banks for 
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quick income generating activities. Therefore, many poor 
households have failed to honour their loan commitments 
in spite of their hard work and good intentions. This, in 
turn, affects the profit of the banks. 
The political interference in the functioning of the 
bank cannot be neglected. On many occasions, people 
borrow from bank expecting that it is a kind of one time 
grant as their local area politician who might try to appease 
them by writing off the loans. This has happened several 
times in the past and has eroded the credibility of the 
banks. It has also adversely affected the willingness of 
many borrowers to repay such loans. 
Conclusion: 
In conclusion it may be observed that nearly 88 
percent of the total population of the Sitapur district are 
living in rural areas. The climate and soil of district is 
suitable for the agricultural activities. There is a paucity of 
minerals due to which the district lags behind from other 
districts in business and industrial progress. As such 
economic growth of the district depends upon the 
production and productivity of agriculture. However, 
about 89.4 percent farmers are small and marginal with 
average land holdings of 0.62 hectare. Therefore, bank 
finance is an urgent need of its inhabitants. Co-operatives 
bank, Commercial Bank and Land Development Bank are 
operating in the district in good number and are catering 
the credit needs of the rural masses. Due to certain inherent 
T^S 
drawbacks of these banks, the Bhagirath Gramin Bank was 
established on 19''^  September 1976 under the Regional 
Rural Bank Act 1976, to cater the credit needs of the rural 
poor. The performance of Bhagirath Gramin Bank has been 
satisfactory, as bank has succeeded in moping up the 
deposit and disbursing the credit in sufficient amount. 
Even though the recovery performance has been 
satisfactory but there is still much scope for further 
improvement. The bank has been continuously making 
profits since 1991 even in the presence of cutthroat 
competition. In its rural development approach, the 
Bhagirath Gramin Bank disbursed its major share of loan 
and advances to agriculture and allied activities to 
agriculture. The bank has also been providing credit 
assistance to the rural artisans for the purchase of modern 
tools and equipments. Although, the volume of credit is not 
sufficient to compare with demand. The bank also extended 
its major share of loan and advances to promote trade and 
services by keeping in view the importance of this sector. 
Bhagirath Gramin Bank is also contributing financial 
assistance to the government-sponsored programmes for 
the rural development, such as SCP, SGSY, etc. In the 
following chapter a precise summary of the preceding 
chapters have been given followed by some concrete and 
useful suggestions which will play a crucial role if 
implemented in true spirit in the development of RRBs. 
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CHAPTER 5 
CONCLUSION AND SUGGESTIONS 
CHAPTER-5 
CONCLUSION AND S U G G E S T I O N S 
In the preceding chapters, the growth o[ RRBs with a 
view to develop our rural economy has been analysed. It 
has also been seen that the performance of these RRBs 
have a positive impact on the various issues relating to 
rural development like agricultural development, 
emplovment generation. A case study of Sitapur District is 
made to verify for findings regarding the role of RRBs in 
rural development. In this final chapter of the work, the 
main findings and final conclusions ol the work will be 
given. 
In India about 72.22 percent of the people are 
engaged in agricultural sector and are living in the 
villages. People of rural areas are confronted with many 
problems, such as unemployment, housing, illiteracy, 
medical facilities, rapid population growth, etc. Since 
independence of the country, there have been continuous 
efforts to improve the economic condition of the people 
who are still living in poverty. 
Rural Development in India is a recognised necessity 
since the performance of rural economy determines the 
growth rate of the whole of the economy. Consequently, 
many programmes were undertaken by the government 
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such as, CDP, lADP, HADP, PIRDP, PMGSY, SGSY, etc. in 
order to accelerate the economic development of the rural 
areas. 
in spite of the various programmes launched by the 
government, the desired economic development could not 
be possible without the adequate supply of credit to the 
rural people. Since independence a number of measures 
have been undertaken to institutionalise rural credit in the 
country. As a result, tremendous development in the spare 
of insti tutional credit has been achieved to cater to the 
credit need of rural masses. One of the major innovations 
in the field of institutional development of rural credit has 
been the establishment of Regional Rural Banks in the year 
1975. These banks are meant for economically weaker 
sections of the rural areas namely small and marginal 
farmer, landless labourers, rural artisans, small 
entrepreneur, etc. These banks have been conceived as 
hybrid type of credit agencies, which combine the local 
feel and rural orientation of co-operative and resource 
mobilisation and business organisation of commercial 
banks, so as to reach the rural poor more extensively. 
Statistics given in the preceding chapter suggest that 
introduction of RRBs in 1975 was not a well thought out 
insti tutionalisation. Not only that RRBs happen to face 
huge losses but also their contribution to rural 
development was far from satisfactory. Based on 
realisation there were a number of committees formed by 
the government and RBI form time to time since mid 
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seventies to mid nineties to evaluate the performance of 
RRBs and to recommend measures in the light of emerging 
situations. The Dantwala committee set-up by the Reserve 
Bank of India in 1977 praised the performance of RRBs and 
recommended their expansion particularly in the non-
credit banks' areas. The next committee was appointed 
under the chairmanship of Mr. C.E. Kamath, the important 
recommendation was made in respect of the commercial 
banks and RRBs that they should lend directly to farmers 
in the area served by the primary co-operative credit 
societies without entering into competition with them. 
Other important committee was the agricultural credit 
review committee, which submitted its report in 1989. 
According to it, the rural credit system had developed a 
wide area / range of malfunctioning and that the financial 
viabilitv of a large number of RRBs had seriously been 
eroded and their capability to provide credit to the target 
groups had been badly impaired. The committee headed by 
A.M. Khusro went to the extent of suggesting that the 
RRBs had no place in the country's rural credit system in 
future and that they should be merged with their 
sponsoring banks. Though, the Narasimham committee in 
1991 suggested a different solution in the form that the 
sponsor banks should segregate the operations of their 
rural branches through the formation of one or more 
subsidiaries, which should be treated at par with the RRBs 
in regard to cash reserve and statutory liquidity 
requirements and refinance facilities from NABARD to 
improve the viability of rural operations. Apart from this. 
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the Bhandari committee suggested in 1994 that the surplus 
funds to be parked in UTI schemes, fixed deposits, in 
profit making term lending institutions, bonds of 
nationalised banks approved by the credit rating agencies, 
and bonds oi profit making public sector units . 
The government of India and the RBI give much 
emphasis on the growth and development of RRBs so that 
they can reach each and every nook and corner of the rural 
areas. The RRBs themselves and their branch offices made 
rapid growth till 1985. However, from the year 1987 the 
RBI stopped to issue new licenses to open new RRBs due 
to the reason that the maximum RRBs were running in 
losses and eating up their own deposits. 
Due to freezing the issue of licenses to open new 
RRBs, the branch expansion declined sharply and even 
recorded negative variations, even though the state-wise 
growth of the RRBs has been satisfactory. It is noteworthy 
that the emphasis was given to establish the RRBs in those 
states where there was urgent need of the rural banks. The 
commercial banks also played an important role in the 
growth and development of RRBs. The RRBs are sponsored 
by those commercial banks, which are leading banks in the 
districts. 
The performance of RRBs has been appraised by 
undertaking the effective parameter of banking efficiency 
such as deposit mobilisation, advances and profit and loss 
amount. The total deposit mobilisation of RRBs has 
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increased uninterruptedly during the period. It was Rs. 
4989.24 crore, which increased to Rs. 38277.78 crore by the 
end of March 2001. The loans and advances deployed by it 
also showing an increasing trend in all respect weather it 
is disbursed to the agriculture sector or the industr ies 
sector or the service sector. The loans and advances during 
the period 1991 to March 2001 had increased from Rs. 
3535.35 crore to Rs. 15814.89 crore. However, profitability 
and viabilitv of 172 RRBs were affected and these were 
running in losses. 
In view of poor financial health of RRBs the 
government of India and the RBI have taken various 
measures, such as, permission to lend up to 60 percent of 
the incremental credit to the non credit target groups, 
reallocate loss making branches to affluent areas, 
introduction of safe deposit, introduction of non fund 
business through the issue of guarantees, etc. Yet another 
important step was taken by the finance minister to make 
RRBs more viable was restructuring and cleansing up of 
balance sheets. With the implementation of these 
measures, RRBs are coming out of red by the end March 
31=t, 2001. As many as 170 RRBs have started earning 
profits and thus the accumulated losses started declining. 
In the forthcoming chapter, the Role of Bhagirath Gramin 
Bank will be examined as a case study of the thesis. 
To concentrate on detail contribution of RRBs in rural 
development a case study on Sitapur District has been 
conducted in the present study. Sitapur is one of the 
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district of Lucknow division in central Uttar Pradesh and 
nealy 88 percent of its total population are living in rural 
areas. The climate and soil of district is suitable for the 
agricultural activities. There is a paucity of minerals due 
to which the district lags behind from other districts in 
business and industrial progress. As such economic 
growth of the district depends upon the production and 
productivity of agriculture. However, about 89.4 percent 
farmers are small and marginal with average land holdings 
of 0.62 hectare. Therefore, bank finance is an urgent need 
of its inhabitants. Co-operatives bank, Commercial Bank 
and Land Development Bank are operating in the district 
in good number and are catering the credit needs of the 
rural masses. Due to certain inherent drawbacks of these 
banks, the Bhagirath Gramin Bank was established on 19'^ '^  
September 1976 under the Regional Rural Bank Act 1976, 
to cater the credit needs of the rural poor. The 
performance of Bhagirath Gramin Bank has been appraised 
bv undertaking the efficiency parameter oi banking sector. 
As bank has made efforts to promote deposit and to 
disburse credit in sufficient amount. The recovery 
performance has been improved throughout the period 
under study although, there is still much scope for further 
improvement. The bank has been continuously making 
profits since 1991 even in the presence of cutthroat 
competition. 
In its rural development approach, the Bhagirath 
Gramin Bank disbursed its major share of loan and 
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advances to agriculture sector in the form of crop loan and 
term loan. The crop loan is provided for short term period 
to purchase seeds, fertilisers, insecticides, pesticides, etc. 
in order to increase production. The term loan is extended 
to agricultural investment and allied activities to 
agriculture for medium as well as long term. Term loan to 
agricultural investment provided for the purpose of 
construction of wells, tube-wells and for the purchase of 
pump sets, tractors, thrashers and small agricultural 
implements. In order to generate supplementary source of 
income, term loan to allied activities is extencied to 
promote dairying, poultry, goatary, fishery, etc. 
The bank has also been providing credit assistance to 
the rural artisans and rural industries. In this sector there 
exists a great potential under the activities of handlooms, 
oils ghanis, gur units and other handicraft work. 
Although, the volume of credit is not sufficient to compare 
with demand then to generate more employment in the 
rural areas. 
The activities of trades and services are considered 
vital in sustaining the development of other sectors of the 
districts. The bank extencied its major share of loan and 
advances to this sector. 
In district, the number of government sponsored 
programme are operating such as Special Component 
Programme (SCP), Swaranjayanti Gram Swarozgar Yojna 
(SGSY), etc. The Bhagirath Gramin Bank is contributing 
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financial assistance under these prograins to identify 
beneficiaries. The bank is also discharging its traditional 
social obligation such as payment of pension to farmers 
and old aged persons, widows, etc. The payment of 
scholarship is also made by bank to student belonging to 
the schedule caste/schedule tribe, backward and minority 
communities. 
Main Suggest ions and Conclusions: 
Based on the performance evaluation of RRBs as has 
been depicteci above it is noticeable that during the period 
under study, RRBs were found to have concern with the 
efforts to improve the different aspects of rural 
development. However, in order to complete eradication 
of rural poverty, reduce unemployment rate in the rural 
areas, arrest migration of rural masses to urban areas, 
create supplementary source to increase the per capita 
income and emerging development scenario, the RRBs will 
have to be more cautious in respect of rural development 
on one hand and sustain profitability and viability on the 
other hand. The following suggestions are made to 
overcome the above mentioned problems and to make 
RRBs more viable so that the rural development may to be 
augmented further. 
The multi-agency control over the management of the 
RRBs should be dismantled. The reasons in support o[ this 
suggestion are; firstly, Problems arising out in systems, 
procedures, and policies due to the lack of uniformity in 
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the functioning of bank will be checked and effective 
delivery system may be enacted. Secondly, poor 
identification of beneficiaries may be avoided and prompt 
loan may be provided to ultimate borrower without any 
delay. Finally, the leakage of information may be arrested 
easily. 
While sanctioning loans, the concerned RRB officer 
shoulci identify the potential borrower. The bank should 
also ascertain the viability of project and loan is given 
to only those projects, which can generate employment 
and sufficient surplus income for repayment of loan. 
Where the bank is sanctioning loan to existing assets, it 
should be ascertained whether the asset is capable to 
increase the productivity so as to reduce the 
unemployment and bring about increase in the income 
level. 
Loans given to the weaker sections for the productive 
purposes should have same consumption component so 
that their productive efficiency is not impaired ciue to the 
lack of maintenance of income. 
The cost of project should be estimated before 
sanctioning loan to avoid over and under finance to the 
project and proper allowance be given to meet the cost of 
social obligations, while estimating their repaying 
capacity. 
"Unsecured loan" should also be made available bv 
the banks to all those rural poor whose income is below 
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Rs. 50 per day. It may be helpful to such people to increase 
their income. 
Provision of working capital in the case of dairying 
loan to landless is a must. Therefore, an arrangement of 
extra loan for product and animal husbandry facilities is 
the immediate need of landless labourer. 
The bank should also promote the habit of availing of 
credit facilities for increasing the over all productivity in 
the agriculture sector. It is suggested that these banks 
should organise study tours of the progressive farmers to 
other parts of the country for interaction and to motivate 
the rural masses for availing themselves of the credit 
without any fear. 
Finally, institutional support should be given to all 
those who require such support for the proper util ization 
of loan. 
Deposit mobilisation is the central activity of any 
banking business. Besides, making the structure self 
reliant, higher deposits help the bank basically to cushion 
their over dues and to minimise external insti tutional 
borrowing. The RRBs have achieved an impressive growth 
in the deposit mobilisation but they have yet to become 
self-reliant. To further improvement in deposit 
mobilisation, the manager of rural branches with having 
knowledge as to who has no deposit account with the bank 
b - n c h e s should make personal contact with the resident 
0/ iocal areas covered by .hei . b ^ . c h e s . Dunng 
interaction with the rural poor, the importance of thrift 
and saving should be disseminated. 
Since, there is prevailing cut throat competition 
regarding the deposit mobilisation with post office and 
cooperative banks, it is suggested that the deposits of 
these banks (RRBs) should be made more competitive 
through making saving schemes more attractive, 
convenient and easy to operate so that rural masses may 
develop the thrift habit. 
Tiny savings of the rural poor shouki also be 
encouraged as much as possible. On many occasions, the 
banks are reluctant to accept tiny savings and indirectly 
discourage poor customers. Deposit targets should be 
given to each employee and due weightage should be 
given to appreciate the performance at the time of 
promotion. 
To reduce mounting over dues it is suggested that the 
bank authorities should encourage the managers to work 
hard with sincerity and honesty. To have good recovery of 
loan it is necessary that the field officers should regularly 
meet the borrowers and to make them aware of the need 
to repay there loans. 
Sometimes the loan, which the poor people used to 
acquire ior income generating assets do not yield much 
return to them. They are not in a position to repay the loan 
easily on monthly, quarterly, or annual basis. It is 
suggested that the tiny amounts may be handled in the 
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period oi little normal bank transactions especially during 
the evening time on a daily basis. The rural poor like 
bullock cart owners, rickshaw pullers, cart-pullers, 
vegetable sellers and other petty traders often express the 
need for such arrangements as they are of the view that 
they have better capability of paying back loans on a daily 
basis rather than month ly /quar te r ly /annual ly . Paying 
back loan on a daily basis also prevents them ior misusing 
their little earnings for other purposes. With such an 
arrangement for repayment, their credibility can also be 
maintained and they will not be branded as defaulters. 
Seasonality should be taken into consideration in 
fixing due dates of repayment of the instalment of loan. 
The recovery camps should be organised at village or 
panchayat level, soon after the harvesting, i.e., during the 
period when farmers may be expected to have money for 
repaying the loans. 
In case where repayment of crop loans is ciefaulted 
due to the natural calamities or other circumstances 
beyond the control of the borrowers, bank permit 
conversion of crop loan into term loan. The conversion 
may, however, be permitted on specified terms and 
conditions. Even if the borrowers fail to repay the term 
loan for the continuity of calamity, the government should 
come forward to facilitate the bank through refinancing. 
The political manoeuvring of institutional borrowing 
should be eliminated. As these politicians in rural areas 
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for their own political stand have been propagating and 
giving an impression that loans will be written of one day 
or the other. 
The police culture to recover loan against the wilful 
defaulters should be adopted and also against those bank 
staff who deliberately promote such borrowers for their 
commission. 
Besides the above steps, a 'Recovery Cell' has to be 
formed at the Head Office, with an objective to reciuce the 
over dues and a target is to be set by the department to see 
that over dues are not above a particular level and then 
only the entire staff of the Bank may recognise its 
importance. 
All the crops of farmers and other projects of 
beneficiaries must be covered under the insurance scheme. 
The RRBs should concentrate and encourage more to 
develop rural industries and rural artisans. The banks 
have to make advances up tol5 percent of the total 
advances to this sector, compare to the existing level of 
around 10 percent. 
The non-target group financing should be sanctioned 
only for the productive purposes and every possible 
precaution may be exercised for the recovery of loans 
while granting fresh advances. Moreover, there should not 
be any concentration of investment in a particular activity 
only in order to avoid a sort of lop-sided development. 
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Attempts should be made to involve more and more 
people at the village level itself in an effort to identify the 
beneficiaries. For this purpose self help group approach 
further strengthened and streamlined and due importance 
should be given by the bank at the time of formulation of 
the credit scheme. 
Cash disbursement should be avoided by all means 
and to the extent possible. If not possible, loans should be 
disbursed in instalment at the appropriate time when 
beneficiary is in a position to undertake the development 
work. Payment for purchase of inputs such as thrasher, 
other agricultural implements, etc. should be made direct 
to the supplier by cheques/ drafts/cash. 
The banks should not only provide the credit support 
but also have effective supervision and monitoring over 
the borrowers for achieving the objective of project or 
for the purpose for which loans are granted. If the 
farmer/borrower is not in a position to generate 
addit ional income, he must be guided by the expert staff 
of the bank about the methods and techniques that may be 
helpful for the borrower to generate addit ional income 
from the project. 
In support of the above suggestion it has been 
necessary that each of the RRBs should be manned with an 
expert committee. This expert committee should be 
perfectly trained, can provide technical guidance, 
supervision and direction to farmers, rural art isans and 
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other self employed in the matter like use of tools, 
production, techniques and marketing mechanism. 
The rural poor also have complained against the 
RRBs staff about their careless and irritated a t t i tudes and 
behaviour. Disregard for the public service and disregard 
for the poor makes the problem of the approaching poor 
more complicated. Many staff of the bank is not properly 
sensitised even when some of them are from the rural 
areas. It is suggested that the RRBs staff should follow 
polite culture and etiquette manner while interacting rural 
poor, because RRBs cannot remain isolateci from the 
functioning of the local economy. The RRBs staff also 
sensitise themselves to social surroundings to have a feel 
of the local conditions and should be interested in the 
local development. 
The bank staff should meet the villagers at regular 
intervals in order to explain to the public the banks' 
keenness for their socio-economic development and 
prosperity. 
To gain public confidence in RRBs, it is suggested 
that the government should instruct all its depar tment 
functioning in the rural areas to keep their funds / grants 
with the RRBs. This will not only help these banks in 
attaining viability but will go a long way in image 
building. 
The position regarding general cleanliness and 
proper maintenance of the office furniture and premises 
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need to be periodically reviewed. The points, which 
should receive particular attention is the reconciition of 
the furniture and counters, white washing of the premises, 
curtains are to be provided and electric wiring may be 
checked on a regular basis with a view to avoiding the fire 
hazards. 
In Sitapur District there are a good number of 
handloom weavers and there exists a great potential under 
this activity. It was found that these weavers are unable 
to take benefits of bank finance due to sickness of 
societies. The bank should encourage the weavers to avail 
of the credit assistant and also provide necessary guidance 
to the borrowers. 
The districts are also suitable for sericulture 
activities such as mulberry plant, bee-keeping, and 
raring of silk worm. These are good income generating 
activities but bankers are not interested to promote this 
activity. The Bhagirath Gramin Bank should take an 
initiation to appreciate this activity and provide term 
loans to the farmers with the necessary technical guidance. 
It was found that the bank advances were given to 
the farmers having more than five acres of land. Such a 
practice may be discouraged. 
The Bhagirath Gramin Bank should improve the skill 
of the borrowers through training so that they can use the 
loans efficiently and repay at the specified date. 
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If these suggestions are taken with true spirit, the 
role of RRBs will go a long way in not only helping the 
poor but also creating a healthy environment for all round 
development of the rural areas. 
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